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THE STATISTICAL DETERMINATION OF 
DEMAND CURVES 


SUMMARY 


One type of study is concerned with the relation between price and 
consumers’ demand, 503. — Illustrated in the study of potatoes, 505. — 
Price data should relate to a specific market, 508. — Allowance must be 
made for effects of other forces, 509. — Demand must be expressed in 
terms of rates and must cover all uses, 512. — Elasticity depends on 
market point at which it is measured, 512. — A second and more com- 
mon type of study is concerned with “speculators’’”’ demand, 518. — 
Cannot be expressed in terms of rates, 519.— But may yield some 
knowledge of consumers’ demand, 521. — Current “‘demand and sup- 
ply” can rarely be measured satisfactorily, 522. — A modification of the 
second type of study gives better results, 524. — The two types com- 
pared, 525.— Relation between theoretical and empirical demand 
curves, 526. — Three divergent statistical results, 529. — Determining 
the true relationship, 536. 


REcENT interest ‘in the statistical measurement of 
economic phenomena has resulted in a number of at- 
tempts to measure the elasticity of demand for several 
different commodities and even to draw the complete 
demand curve, within the range of price variation com- 
monly observed. As economists become more generally 
acquainted with the possibilities of statistical analysis 
and more familiar with its technique, the number of 
these attempts may be expected to increase. Already 
we have in print statements of what Professor H. L. 
Moore calls the “law of demand” for wheat, corn, cot- 
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ton, hay, oats, potatoes, sweet potatoes, hogs, beef, and 
gold in various stages ranging from the simplest possible 
preliminary studies to investigations which have been 
carried to a high degree of refinement.’ 

The attempt to assimilate the results of these studies 
to the general body of economic theory, raises a number 
of important questions. A careful consideration of these 
questions may prove useful in making clearer not only 
the theoretical significance of the results of the statistical 
studies which have been made, but also the path which 
statistical investigations should follow by throwing on 
it the light of further theoretical analysis. 

While it is natural that these statistical studies of 
demand and price should be commonly characterized 
as studies of the elasticity of demand, their true signifi- 
cance cannot properly be appreciated from this point 
of view. They should be considered rather as attempts 
to add to our knowledge of the more general and funda- 
mental question of the factors determining prices. The 
concept of elasticity of demand, as developed from the 
law of diminishing activity, forms a part of a general 
scheme of approach to the subject of value into which 
the present statistical approach does not readily fit. 
Probably we are in the process of developing a some- 
what different plan of approach to the theory of value 
which must be worked out along independent lines. It 
may be that the lines will not diverge widely, but in any 
case the work which is now being done cannot be eval- 
uated in terms merely of its effectiveness in supplying 
quantitative statements of laws previously recognized, 
but must be judged on the basis of its effectiveness in 
providing a knowledge of the general field of price and 
value. We proceed, therefore, to a general consideration 


1. An annotated bibliography, believed to be fairly complete, is 
printed as an appendix. 
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of the theoretical significance of the contributions which 
have been made to our knowledge of demand and sup- 
ply and price through these statistical studies. 

Considerable variation appears in the methods of ap- 
proach adopted for the statistical study of price, a varia- 
tion which represents in part a diversity of opinion as to 
the most profitable method of attack upon the theoreti- 
cal problems involved, and in part differences imposed 
by the limitations of the data available. We may profit- 
ably take the results of certain representative studies 
and consider their theoretical significance and the 
possibilities which they seem to offer. 

The best results thus far reached in price studies, 
judging by the completeness with which price changes 
have been explained, appear in studies of the price of 
potatoes. The excellence of the results is in part to be 
accounted for by the intensiveness of the studies and in 
part by the relative simplicity of the problem. It was 
this simplicity of the problem which led the present 
writer to choose this commodity for first study and it is 
this same simplicity which recommends the results of its 
study as first for present consideration. 

The study of the price of potatoes, as carried on by 
the present writer, has proceeded from the assumption 
that the relationship capable of the most accurate de- 
termination is that between price and the quantity of 
potatoes going into final consumption. This, of course, 
is the relationship involved in the usual economic anal- 
ysis of demand and price. The data available are such 
that the consumption of potatoes must be deduced from 
the production estimates. Since 1917 data are available 
on car-lot shipments of potatoes, which might form a 
basis for estimates of quantities of potatoes consumed 
off the farm, subject to a considerable error owing to 
variations in quantities shipped by wagon and truck. 
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Whatever advantages such estimates might have other- 
wise, they are rendered of little value at present on ac- 
count of the shortness of the period for which the data 
are available. 

The calculation of consumption from production 
estimates is rendered particularly simple by the char- 
acteristics of the crop. Since potatoes deteriorate 
rapidly with the coming of warm weather, they cannot 
be kept to advantage in ordinary storage after about the 
end of May, while the appearance of the new crop on the 
market in large quantities by this time keeps prices so 
low that any extensive carrying of potatoes under re- 
frigeration is not profitable. As a result there is seldom 
any very large stock of potatoes left over after the end 
of May. Stocks at the end of May can probably be in- 
ferred with a fair degree of accuracy from subsequent 
shipments. The largest quantity of potatoes shipped 
after the last of May during the seven years for which 
the data are available has been 5801 cars, less than 2.3 
per cent of the total shipments for the season; the 
smallest shipment was 500 cars, 0.3 per cent of the 
shipments during that season, a range of 2 per cent. 

Quantities of new potatoes consumed before the end 
of May are somewhat greater than the quantities of old 
potatoes held over after the end of May, and the varia- 
tion in this factor has a more serious effect upon the 
accuracy of the assumption of equality of production 
and quantity of potatoes used between the time of dig- 
ging and the end of May, but even here the error is not 
serious. In the seven years the quantity of new pota- 
toes shipped before the end of May has ranged between 
11,984 cars, 4.6 per cent of the shipments during the 
previous season, with which they competed, and 3007 
cars, 1.7 per cent of the shipments during the season 
with which they competed, a range of 2.9 per cent. 
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Combining these two sources of error, by subtracting 
shipments of late potatoes after the end of May from 
the quantity of new potatoes shipped before that date, 
we find that the excess, which may be looked upon as a 
fairly good measure of the difference between the total 
production and the quantity of potatoes actually con- 
sumed before the end of May, stood at its minimum in 
1922 when it was only 693 cars, 0.3 per cent of the total 
shipments for the season, while in 1922 it rose to its 
maximum of 6852 cars, 2.9 per cent of the shipments for 
that season. In the seven years for which the data are 
available, therefore, the extreme variation in the excess 
of new crop shipments prior to the last of May over old 
crop shipments after that date was only 2.6 per cent of 
the total shipment for the season. 

Requirements of practical application of the results 
dictated a study of the price during the late crop season, 
which introduced a difficulty in obtaining suitable pro- 
duction figures. The date for the beginning of the late 
crop season may be variously chosen, the decision again 
depending chiefly upon the requirements of practical 
application of the results. In this case September 1 
was taken as the beginning of the season, giving a late 
crop season of nine months, from the beginning of Sep- 
tember to the end of May. The problem was then to 
get a measure of the quantity of potatoes available for 
consumption after the first of September. A first ap- 
proximation was obtained by taking the production of 
potatoes in those states, 27 in number, which ordinarily 
make over half of their total shipments of potatoes after 
the first of September. The production in this group of 
states is not an entirely satisfactory measure of the 
quantity of potatoes available for consumption after 
the first of September. It may be that on the average 
the quantity of potatoes available from other states 
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after the first of September is practically equal to the 
quantity already used from the production of these 27 
states before the first of September. This question of 
average equality is unimportant and has not been in- 
vestigated; but it is not true that the relation is ap- 
proximately the same from one year to the next. The 
lateness of the season has some bearing on the quantity 
of potatoes which will be shipped out of the late crop 
states before the first of September, but a much more 
important factor is the size of the crop in the early and 
intermediate sections. When the early and intermediate 
crop is large, the price of potatoes during August is lower 
and a much larger percentage of the production of the 
late crop states is held until after the first of September, 
while apparently considerable quantities of potatoes 
from the primarily early crop states are held over for 
subsequent use. It is necessary, therefore, to apply a 
correction for this variation in the difference between 
the production in the 27 late crop states and the quan- 
tity of potatoes actually available for use after the first 
of September. The best basis for this correction thus 
far found is the price of potatoes in August. 

Neglecting for the moment consideration of the spe- 
cial characteristics of the consumption figures thus ob- 
tained, we may pass to the question of the prices to 
which they are to be related. For purposes of practical 
application, it is desirable that these prices should apply 
to a specific market. The fact that during every year 
considerable variation is observed in the price requires 
the use of some sort of an average for the year. The 
choice of the form of average requires careful considera- 
tion. The requirement is that the average shall be a 
price which, maintained throughout the period under 
consideration, would have led to the same consumption 
as resulted from the varying prices actually observed. 
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This figure is given by a simple arithmetic mean only in 
case the demand curve is a straight line. If the demand 
curve is not a straight line the average should be a 
weighted arithmetic mean or some other form of aver- 
age which will give the same results. It happens that 
in the case under consideration the harmonic mean 
appears to meet the requirements.” 

Having obtained reasonably reliable figures for the 
consumption of potatoes within a given period in suc- 
cessive years and the prices which accompanied this 
consumption, the latter expressed in terms of a suitable 
average, we have the basic data for determining the re- 
lation between consumption and price. For an accurate 
determination of this relationship, however, it is neces- 
sary first to make corrections for other factors which 
affect the price. The factors for which correction was 
made in this instance are changes in the general price 
level, variations in quality of the potatoes on which 
quotations were obtained, and changes in the demand 
resulting from increasing population and, apparently, 
some change in consumption habits. These corrections 
were made by dividing the prices by the Bureau of Labor 
Statistics wholesale price index number, applying a cal- 
culated correction for variation in quality, reducing the 
consumption figures to a per capita basis, fitting lines of 
secular trend to the resulting series, and finally calculat- 
ing ratios of the actual values of the series to the ordi- 
nates of secular trend, considered as normals. 

Plotting the resulting figures reveals the relation be- 
tween price and consumption shown in Figure 1 (page 
511). The relationship is seen to be fairly close and 
appears to be well described by the ‘“‘demand curve”’ 
drawn through the group of dots representing the obser- 
vations for the various years. 


2. For a more detailed discussion, see Technical Bulletin 10, Minn. 
Agr. Exp. Sta., pp. 9, 10. 
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By way of revealing more clearly certain theoretical 
implications of the relationship, two different scales 
have been placed along the axes of the chart in Figure 
1. The outside scales show the values of the two series 
in terms of percentages of ‘‘normal,” the normals being 
the ordinates of secular trend. The inside scale on the 
vertical axis shows the actual prices which correspond 
to the equivalent percentages of normal for 1913, while 
the inside scale on the horizontal axis shows the con- 
sumption per day corresponding to the equivalent per- 
centages of normal consumption for 1913. In terms of 
the outside scale, this chart is presumably (altho not 
necessarily) valid for any year, in terms of the inside 
scales it is valid only for the year*1913. To represent 
the facts in terms of actual prices and daily consumption 
for any other year the inside vertical scale must be 
altered to allow for changing general price level and 
the very slight changes in the normal value (purchasing 
power) and the inside horizontal scale must be altered 
to allow for the changes in the population and other 
changes in the demand. 

The demand curve as thus derived possesses several 
characteristics which deserve attention. First of all, it 
may be noted that the quantities are really rates, quan- 
tities per unit of time.* This is the sense in which the 
quantities are to be interpreted in most of the classical 
discussions of demand. In many statistical studies of 
demand, however, the quantities cannot be so inter- 


3. Those who have followed closely the method by which the con- 
sumption figures were obtained will recognize that the absolute values 
derived must be accepted with some reservations owing to the difficulty 
of determining precisely the quantity of potatoes available for oonsump- 
tion on the first of September and to the fact that no allowance has been 
made for the difference between the quantity of new potatoes used be- 
fore the end of May and the quantity of old potatoes used after the end 
of May. The error is probably less than 5 per cent and in any case is of 
such a nature as to be of no importance for present purposes. 
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preted, nor can the quantities given in the demand 
schedule used by Marshall in his analysis of the deter- 
mination of price in a market ‘ be strictly so interpreted. 
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4. Principles of Economics, V, ii, p. 2. 
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Another characteristic worthy of attention is the 
nature of the demands included. The quantities shown 
to be consumed per day at the various prices include all 
uses of potatoes, comprising not only human consump- 
tion on farms as well as elsewhere, but also consumption 
of potatoes for feed for animals, for manufacture of 
starch, and the wastage that attends handling at various 
stages, all the way from the potatoes left in the field by 
the farmer when prices are low to the potatoes served 
at the table and thrown away uneaten. Low prices 
result in increased consumption in all these lines and 
probably most effectively in lines other than human 
consumption. 

It is notable that the elasticity of the demand in- 
creases as the price decreases, ranging from an elasticity 
of 0.36 at the highest prices to an elasticity of 0.49 about 
the middle of the curve and an elasticity of 0.57 at the 
lowest prices. This is the reverse of Marshall’s “‘gen- 
eral law of variation of the elasticity of demand,” which 
is that “The elasticity of demand is great for high prices, 
and great, or at least considerable, for medium prices; 
but it declines as the price falls; and gradually fades 
away if the fall goes so far that satiety is reached.” ° 
The failure to conform with this general law is undoubt- 
edly due to the elasticity of the demand for potatoes for 
feed at the lower prices and perhaps also to increasing 
waste. 

The question may be raised whether all these differ- 
ent uses of potatoes should be considered as part of the 
demand. If the point be raised in the interest of main- 
taining a definite and specific terminology it deserves all 
encouragement, for the diversity of meanings which the 


5. The equation for the elasticity of demand is: n= rey 


where n is the elasticity and y is the price expressed as ratio to normal. 
6. Principles of Economics, III, iv, p. 2. 




















DEMAND CURVES 513 


term “‘demand” is forced to cover is certainly most 
confusing; but is it possible at the present stage to set 
up a consistent and rigorous group of terms and defini- 
tions which can be counted upon to fill the requirements 
and at the same time obtain the necessary general recog- 
nition? The task is one which the present writer is not 
willing to undertake. If the point be raised, however, 
with the idea that better results would be obtained by 
another treatment, the answer is that all these uses of 
potatoes must be considered as bearing upon the price 
and that with the existing data there appears to be no 
effective method of separating them. 

Further consideration of the demand curve presented 
in Figure 1 reveals another important characteristic of 
any statistical determination of elasticity of demand. 
The demand curve here shown does not represent the 
demand for potatoes in St. Paul, but rather the demand 
for potatoes in the entire United States, expressed in 
terms of prices on a specific grade and classification of 
potatoes at St. Paul. The same demand might equally 
well be expressed in terms of prices of this grade and 
classification of potatoes at Cincinnati, for example. 
Expressed in terms of prices at Cincinnati, however, 
the points on the curve corresponding to each rate of 
consumption would be approximately 22 cents higher, 
owing to the freight rate of 22 cents a hundred weight 
(in 1913) on potatoes from St. Paul to Cincinnati.’ The 
two curves are presented for comparison in A of Figure 2. 

The demand curve expressed in terms of prices at 
Cincinnati, however, does not show the same elasticity 
as the demand curve expressed in terms of prices at St. 
Paul. While the latter curve shows an elasticity ranging 
between 0.36 at a consumption of 80 per cent of normal 


7. The difference would probably be slightly greater than this owing 
to certain other charges which have to be borne and to the fact that the 
Cincinnati prices are on sales to jobbers. 
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and 0.57 at a consumption of 120 per cent of normal, the 
same curve expressed in terms of prices at Cincinnati 
shows an elasticity ranging between 0.41 at a consump- 
tion of 80 per cent of normal and 0.78 at a consumption 
of 120 per cent normal.*® 

The reason for this difference becomes clearer when 
the two curves are drawn to a double logarithmic scale, 
as in B of Figure 2. Drawn to such a scale, the elasticity 
of demand is shown directly by the slope of the curve ° 
and the steeper slope, and therefore less elastic demand, 
of the lower curve is at once apparent. 

With the single unimportant exception that it in- 
cludes a few elements in the total demand not commonly 
included in the usual economic analyses, the demand 
curve under consideration represents precisely the type 
of demand which is treated in all the theoretical discus- 
sions of demand and supply and price, yet so far as the 
writer is aware, none of these discussions has given con- 
sideration to the fact that the elasticity of the market 
demand of which they treat must appear differently 
according to the point within the market to which it is 
made to apply. This point is equally important whether 
the study of demand be approached by the statistical 
method, as here, or by the more common method of de- 

8. The equations for elasticity of demand in St. Paul and in Cin- 
cinnati are respectively 
0.513 = — 0.373 + 0.4572 + 0.5302" | 

z z 


where n is the elasticity of demand and z the quantity, measured in per 
cent of normal. 

9. Speaking carelessly, many of us are accustomed to refer to the 
steepness of the slope of a demand curve, as usually drawn, as an indica- 
tion of the elasticity of demand. Elasticity of demand is of course only 
remotely related to steepness of slope when drawn on an ordinary chart. 
On such a chart a curve of uniform elasticity throughout is represented 
by an hyperbola (Cf. Marshall, Principles of Economics, Mathematical 
Appendix, Note iii), but when drawn to a double logarithmic scale, such 
curves of uniform elasticity become straight lines of slope proportional 
to the elasticity of demand. 


and n 


n=1— 
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riving the market demand schedule from a summation 
of individual demand schedules. In practice the mar- 
kets in which price is determined are probably always 
large enough to require certain price differentials be- 
tween different portions of the market, and the definition 
of a one-price market is extended to include markets in 
which the different purchasers ‘‘ pay in addition to the 
market price a special charge on account of delivery,” ! 
to use the words of Alfred Marshall. The effect of this 
may be illustrated by a simple example of summing 
the demands of two purchasers of, let us say, straw- 
berries, where, one must pay a delivery charge of ten 
cents a quart, tne other, no charge at all. Suppose the 
individual demand schedules of fhe two purchasers to 
be the same, as follows: 


At a price of Each will buy 
di tinction saiouvener anaes 25 quarts 
Se a aE aaa ei air _ = 
re Sale aie hil wath n'a 6a ccakeatre sie aad 
Bh PP abo la tiie svi se oesuuessesens Se - 
OS TT eee eT ee ee ee oe 1 : 
OS Get Oe Heer . * 


When these two schedules are summed consideration 
must be given to the fact that any price quoted in the 
market implies a price ten cents higher to one of the pur- 
chasers, and the combined schedule, in terms of prices 
to the more favorably located purchaser, becomes: 


At a price of There will be bought 
Rs ssid cinink sa dd sana 25 + 9 = 34 quarts 
pa te: ie Seer 14+4=20 “ 
Es aes Anh 6, hake ain. 9+1=10 * 
Een 4+0= ° 
i iit pices ni bnarheieeind 1+0= 1 * 
ES eee ee 0+0= ° 


The elasticity of such a market demand differs from the 
elasticity of the demands of either of the two purchasers, 


1. Marshall, Principles, V, vol. i, p. 2. 
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from which it is derived, and differs also according as it 
is expressed in terms of the prices to the one purchaser 
or to the other. 

In terms of prices to the less favorably situated pur- 
chaser the demand schedule would run: 


At a price of There will be bought 
I ai ataldcins cea teenine ia neaes 34 quarts 
NG cir ou Sh ales dcmcaraiaan dua western -_ = 
Re rsd on gk gicarnnd iat eeiaas 16 C* 

BR Nao Filan Vas kawane ia deacons 4°? 
NE PERG Pi oo ede pb aeeen eae | es 
BS Lede incabhsenhsaweet pend e .* 


In the first case, an increase in purchases of 70 per 
cent (from 20 to 34 quarts) appears as the accompani- 
ment of a decrease in price of 50 per cent (from 10 to 5 
cents). In the second case the same increase in pur- 
chases of 70 per cent appears as the accompaniment of 
a decrease in price of only 25 per cent (from 20 to 15 
cents). The elasticity of market demand at this point 
on the curve appears twice as great when expressed in 
terms of prices to the less favorably situated purchaser 
as when expressed in terms of prices to the more favor- 
ably situated purchaser. 


We pass next to a type of study in which the depend- 
ence is placed not upon the relationship between produc- 
tion and final consumption but upon the relationship 
between price and, chiefly, the amount of the product 
which will be taken by dealers and others for future 
sale or consumption. Most existing statistical studies 
of prices fall into this class; from among them we may 
choose the study of corn included in the group of pioneer 
studies made by H. L. Moore, published in 1914 in his 
Economic Cycles. 

The statistical methods employed in this early study 
are not those in common use today, but the difference 
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is of no importance for present purposes, since we wish 
merely to examine the fundamental theoretical relation- 
ship which must form the basis for the statistical results 
obtained. The study investigates the relation between 
the total production of corn in the United States and 
the average farm price of corn the first of the following 
December. It may be presumed that Professor Moore’s 
choice of data was determined partly by considerations 
of convenience and that had his purposes justified a 
more intensive study he would have used different price 
data. However that may be, the case as it stands offers 
a profitable example for study. 

The fact that with a production of 3,000,000,000 
bushels the average farm price was 73 cents, as was the 
case, in round numbers, in 1923, cannot be taken to 
mean specifically that at that price the United States 
actually did use 3 billion bushels of corn within the 
space of 12 months, or any other specific period. Rather, 
it means that at a price of 73 cents, average farm price, 
on the first of December there were in the country 
people willing to hold 3 billion bushels of corn, plus any 
that may have been held over from the preceding crop 
and minus the corn of the new crop already fed or other- 
wise consumed. 

The demand under consideration is therefore a 
dealers’ demand, using the term dealer to include not 
only those who buy solely for the sake of reselling but 
also farmers who hold for later sale, and manufacturers 
and farmers who buy or hold for future use in manufac- 
ture or feeding. Perhaps it might better be called a 
speculators’ demand.* It is not a consumption demand, 

2. In the succeeding discussion the term ‘speculators’ demand” will 
be used instead of ‘dealers’ demand’ except where there is unusual 
danger of ambiguity. The term “‘speculator”’ is to be understood as in- 


cluding every one who buys or holds for future disposition, not merely 
professional speculators. 
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but a demand of those who buy or hold for future dis- 
position. It has certain characteristics markedly dif- 
ferent from those of a consumers’ demand, such as we 
considered in the case of potatoes. For one thing, the 
demand at specific prices cannot be looked upon as a 
rate. The quantities of a consumers’ demand are quan- 
tities per unit of time, but the quantities of this kind of 
speculators’ demand curve are not rates, but pure quan- 
tities. For another thing, such a demand is subject to 
influences from many sources which affect consumers’ 
demand but little, if at all. It is affected by the senti- 
ment of the business community, by credit conditions, 
and by all the factors which indicate the prospects for 
the next year’s crop. If news appears of weather con- 
ditions promising a large crop the following year, the 
holders of the existing supplies of corn will be willing to 
hold those supplies only at a much lower price. On ac- 
count ofthe nature of certain of the factors affecting it, 
a speculators’ demand is peculiarly unstable, subject to 
erratic fluctuations from a variety of causes. 

Altho such a study of the relation between production 
of a crop and price at a specific time gives directly 
only a statement of speculators’ demand at a particular 
time, certain facts relative to consumers’ demand may 
be inferred from it. The ultimate determinant of price, 
under given supply conditions, is consumers’ demand; 
if speculators are willing to hold existing stocks of corn 
at a price of 73 cents it is because they believe existing 
supplies, taken in connection with consumers’ demand, 
justify that price. To put the results of such a study 
into terms of consumers’ demand it would be necessary 
first to get a measure of the actual quantity of corn on 
hand at the time in question and further to make certain 
assumptions regarding the stocks which dealers were 
expecting to be carried over into the next crop year. 
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This quantity would be reducible to a rate. The price 
obtaining at that time might then be viewed not as a 
measure of the price which resulted in a particular 
known consumption, but rather as an expert opinion 
regarding the price which would result in that consump- 
tion. If there is no tendency for bias in these opinions, 
the demand curve deduced in this fashion should be 
a reasonably reliable indication of the true consumers’ 
demand curve. 

Another type of price study is worth noting here, 
despite the fact that it attempts no determination of a 
demand schedule, because it throws an interesting light 
both on the factors which influence speculators’ de- 
mand and also on the reliability with which consumers’ 
demand may be inferred from a study of speculators’ 
demand. It has been discovered that almost without 
exception an unusually large production of potatoes has 
been accompanied in the past by a decline of prices from 
fall to spring.’ Dealers and farmers fail fully to appre- 
ciate the low level to which prices must be forced to 
induce such a large consumption, and hold prices during 
the fall at a level considerably above that which can be 
maintained throughout the season. Similarly, in years 
of short production, dealers and farmers have usually 
failed to appreciate in the fall how high prices must go 
before spring. 

The existence of this tendency on the part of farmers 
and potato dealers has been used extensively as a basis 
for predicting changes in the price of potatoes. Similar 
studies of the way in which dealers react to certain 
situations may well prove highly useful for practical 
purposes in forecasting price changes. The results are 


3. Cf. Marketing Main Crop Potatoes, U.S. D. A. Farmers’ Bul. No. 
1317, pp. 5-7. 
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always subject to the limitation, however, that as soon 
as dealers generally know of the existence of such a 
situation the situation itself is likely to disappear. Let 
potato dealers generally discover that in years of large 
production they usually pay too much for potatoes in 
the fall and they will speedily change the fact. 

In connection with this discussion of the errors of 
dealers’ judgments in estimating the price justified by 
current conditions of supply and consumers’ demand, 
it is worth noting that in the case of commodities which 
may be cheaply stored for long periods, as the grains, 
it is possible for erroneous judgments of dealers to keep 
prices for a long time out of line with what fundamental 
conditions justify. In the case of potatoes the dealers’ 
judgment is checked up promptly by the fact that the 
potatoes must be sold before the season is over and yet 
must suffice until an adequate supply of new potatoes 
is available. If, as frequently happens, the price in the 
early part of the season is out of line with the require- 
ments of supply and consumers’ demand, that fact 
speedily makes itself apparent and a readjustment is 
forced. 

But if the price of wheat is set too high, the result is 
merely an accumulation of stocks which can readily be 
carried over into another season, and which, if the ac- 
cumulation occur in the hands of farmers or in small 
elevators where it is not recorded statistically, may ex- 
cite little attention. So the price may remain for many 
months considerably above the price which fundamental 
conditions justify. Indeed the fact that the demand for 
wheat is so inelastic carries with it the result that an 
abnormally high price brings only a slight curtailment in 
consumption, the accumulation of excess stocks is very 
slow, and the price apparently may remain out of line 
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with supply for a year or more at a time before the 
change in stocks becomes sufficient to produce a ma- 
terial change in price. This fact probably played a 
large part in causing the extremely low prices of wheat 
in the years following 1920, and to a lesser extent, the 
very low prices of corn. The crops were indeed large 
and demand probably appreciably curtailed, but sub- 
sequent events seem to bear out the opinion that prices 
were lower than fundamental conditions justified. It 
appears probable that prices were too low and led to a 
consumption which reduced stocks below what would 
ordinarily have been held over after years of such high 
production, and that this reduction of stocks continued 
for several years before a readjustment was forced. 

The discussion of dealers’ or speculators’ demand 
raises the question whether it is possible to make a 
statistical study of that ‘‘demand and supply” of 
which we hear so much as the determinant of price in 
the market place at a specific time. Conceiving of the 
price at any time as the resultant of the demand of 
those who might buy set against the supplies offered for 
sale by those who might sell, is it possible to get a state- 
ment of these demand and supply schedules? This is 
probably the concept of demand and supply which is 
most commonly met in discussions of actual price move- 
ments in the markets and special interest would attach 
to its statistical measurement. 

A study of a demand of this character has been made 
by Walter P. Hedden for the watermelon market in 
New York City.‘ in which he has investigated the rela- 
tion between the price of melons and the quantities 
bought by the retailers, jobbers, and peddlers each day. 


4. Measuring the Melon Market, mimeographed release of the Bureau 
of Agricultural Economics, U. 8. D. A., August, 1924. 
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It is interesting to note, however, that the relation which 
he finds here is not nearly so close as the relation which 
he finds between the price and the total number of cars 
of melons on track.’ Dr. Hedden does not offer an ex- 
planation, but probably one lies in the fact that even 
watermelons are stored to such an extent by dealers, 
both buyers and sellers on the wholesale market, that 
on the one hand the demand of the buyers is subject to 
erratic fluctuations due to many factors, and that on the 
other hand, the price is little affected by day to day 
fluctuations in the demand of dealers. Better results 
are obtained from a study of the relationship of price 
and the underlying factors which determine the judg- 
ment of dealers as to what the price should be. A very 
important element in these underlying factors, appar- 
ently, is the quantity of melons on hand in the market. 

Where there is more of a speculative element in the 
buying and selling of dealers, as in the wheat market, 
it seems highly doubtful whether the dealers’ demand 
and supply schedules can be determined statistically, 
or even given any very concrete and useful meaning. 
If one holds to the concept of separate groups of buyers 
and of sellers, it must be considered that every piece 
of significant news causes a change not only in the 
demand schedule, but also in the supply schedule. 
Changes in the volume of buying permit no inferences 
as to changes in the position of either the demand curve 
or the supply curve separately; heavy buying, if it be 
not incidental to a scheme of manipulation, indicates 
merely the existence of fairly large groups with diver- 
gent ideas of what the price ought to be. 

And if one prefers to include schedules of reservation 


5. The coefficients of correlation are given as — 0.79 and —0.88 
respectively. 
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prices as part of the demand, what quantities may be 
taken to represent the supply? This line of attack 
seems to lead away from the situation within the con- 
fines of a localized trading market to the study of specu- 
lators’ demand within the entire market area, in which 
the supplies represent definite stocks of the product 
then in existence. Such a step in the analysis brings us 
back to the concept involved in Professor Moore’s study, 
which does not measure demand and supply in the mar- 
ket place. The demand and supply of the market place 
are probably rarely if ever subject to satisfactory 
measurement. 

A second form of the type represented by Professor 
Moore’s study of corn prices deserves attention. In 
this form, to which most of the recent studies belong, 
the prices are not those of a single day each year, as in 
the case of Professor Moore’s studies, but an average 
for a period, sometimes twelve months, sometimes less. 
In this respect these studies resemble the potato study 
considered first, but they differ in that the quantities 
are not quantities consumed in the period for which the 
average price is obtained, but rather the total produc- 
tion for the period, with no correction for stocks held 
over into the next season and, except for a few unpub- 
lished studies with which the writer is acquainted, with 
no correction for stocks carried over from the past sea- 
son. The earliest example of such a study seems to be 
Professor R. A. Lehfeldt’s investigation of the elasticity 
of demand for wheat,* in which the world production of 
wheat during each calendar year was studied in relation 
to the price during the succeeding calendar year. The 
demand curve obtained is strictly a sort of average 
speculators’ demand curve of the same nature as that 


6. Economic Journal, xxiv, pp. 212-217 (June, 1914). 
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of Professor Moore’s corn study. Because average prices 
over a period are used instead of prices on a single day, 
this form of the study may be expected to give the better 
results. The effects of certain temporary influences will 
be diminished in the average and it may even be sup- 
posed that the average judgment of speculators over a 
period will offer a more reliable indication of the true 
consumers’ demand than the judgment of speculators 
as reflected in the price of a single day. Even in this 
form, however, a study of speculators’ demand must 
give consideration to the peculiar characteristics of 
such a demand. 


If the primary purpose of a price study be the attain- 
ment of a basis for price forecasting, the question may 
well be raised whether the study should be directed 
toward an understanding of speculators’ demand or of 
consumers’ demand. I doubt if this question is capable 
of a general answer. If the purpose of the study be price 
forecasting, having in view the realization of profits as 
a result of a better understanding of the market, it is 
probable that under present conditions a study of the 
behavior of speculators’ demand will prove the more 
valuable in many cases. Consumers’ demand, however, 
forms the ultimate basis for speculators’ demand and 
the more adequate our knowledge of the factors which 
influence consumption and the more complete our statis- 
tics relative to these factors, the more closely will cur- 
rent prices be determined by these forces. Accordingly 
it appears to the present writer that the type of study 
of most fundamental importance is that of consumers’ 
demand. In any such study it should be borne in mind, 
of course, that the consumers’ demands to be investi- 
gated must comprise all the uses of the product and not 
be limited by any narrow definition of consumption, 
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such, for example, as would count in consumption of 
potatoes only those potatoes used for human food. 

The relation between consumers’ and speculators’ 
demand assumes importance in considering the lines 
along which studies similar to that of Professor Lehfeldt 
should proceed. It may be argued that if the results are 
to be used for forecasting, the most desirable procedure 
is that which takes the production and existing stocks 
at a given time and studies their relation to subsequent 
prices without regard to the amounts which are carried 
over into subsequent periods, inasmuch as these are 
not known when the forecast must be made. As noted 
above, this implies a study of speculators’ demand 
rather than consumers’ demand; the latter type of 
study must consider also the stocks carried over at the 
end of the period. At any given time the study of 
dealers’ demand may be the only one possible, owing to 
lack of adequate data on stocks. Given the necessary 
data, it may still give the best results in the preliminary 
stages of the investigation. But will not the time come 
ultimately when the best forecasts will be obtained by 
calculating the probable carry-over into the next period 
and from that and the other data determining the prob- 
able consumption during the period under consideration 
and the price necessary to give that rate of consump- 
tion? This method of procedure at least has the merit 
of encouraging a more rigorous analysis of the causal 
relationships involved. 


One other point deserves attention, namely, the ex- 
tent to which statistically determined demand curves 
may be identified with theoretical demand curves. The 
point raised is one of statistical rather than theoretical 
economic interpretation. The issue may be sharply 
presented by a consideration of the data on which Pro- 




















DEMAND CURVES 527 


fessor Lehfeldt based his determination of the elasticity 
of demand for wheat. The data are plotted in Figures 
3 and 4. 

Professor Lehfeldt’s method of correcting for the 
effects of other factors is equivalent in its results to the 
method described in connection with the potato price 
study discussed above, but differs in detail sufficiently 
to deserve description. The prices are the annual aver- 
age Gazette prices of English imported wheat, and the 
production data are the estimated world production of 
wheat during the years preceding those to which the 
prices apply. For the purpose of correcting for other 
factors, the price data were reduced to what was pre- 
sumably a common basis through division by a five- 
year moving average of Sauerbeck’s wholesale price in- 
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dex number and the production data similarly reduced 
by removing the calculated normal increase of 2.2 per 
cent annually. In order to put the data in such form 
that a demand curve of uniform elasticity throughout 
might be represented by a straight line, the reduced 
price and production data were converted to logarithms. 
The data so obtained are plotted in Figure 3. The 
dotted line in this chart represents the demand curve 
which Professor Lehfeldt derived from the data. For 
purposes of comparison the heavy line, together with 
the original data, are plotted also in Figure 4 in terms of 
the actual values of the reduced price and production 
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figures rather than in terms of their logarithms.’ Pro- 
fessor Lehfeldt determined the slope of his curve by 
taking the ratio of the standard deviation of the loga- 
rithms of the reduced production estimates to the stand- 
ard deviation of the logarithms of the reduced prices. 

In all of the other recent statistical studies of demand, 
the line used to represent the demand curve has been 
one of the regression lines obtained from a Pearsonian 
correlation, specifically, the line of regression of price 
upon production. This regression line has been calcu- 
lated and is shown in Figure 3 by the lighter solid line, 
while the other regression line is shown by the heavy 
solid line. 

These three curves tell strikingly different stories re- 
garding the elasticity of demand for wheat, ranging from 
an elasticity of 1.4 in the case of the line which most 
modern investigators would have used to .6 for the line 
used by Professor Lehfeldt and to .3 for the other re- 
gression line. This wide discrepancy is due to the fact 
that the correlation between the price and production 
data is low, the coefficient of correlation being given by 
Professor Lehfeldt as — 0.44. The discrepancy is much 
smaller in cases where the correlation is high, but the 
problem still remains, which of such a group of curves 
gives the best indication of the true demand curve? 

Before answering this question, it may be well to note 
that if the problem is merely one of determining a basis 
for predicting or estimating one variable from another 
there can be no difference of opinion, provided the con- 
ditions are such that the method of least squares is ap- 


7. Professor Lehfeldt did not actually draw the demand curve, but 
merely calculated its elasticity. For the purpose of constructing these 
charts it was necessary further to assume that the curve should pass 
through the mean of the entire distribution. Having made this assump- 
tion, the curve was drawn through this point with the slope determined 
by Professor Lehfeldt. 
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plicable for determining the relationship. If it be de- 
sired to estimate prices which may be expected to 
accompany given quantities, then the line of regression 
of price upon quantity expresses the relationship to be 
assumed, while if it be desired to estimate quantities 
which may be expected to accompany given prices, the 
relationship to be used is that expressed by the line of 
regression of quantity upon price. The intermediate 
line used by Professor Lehfeldt is not correct for either. 

But this double answer to the practical problem is 
not satisfactory for the theoretical problem of deter- 
mining the true underlying relationship. There is but 
one true relationship and one line describing it; if all 
the extraneous disturbing factors could be eliminated 
the actual observations would all fall on this single line. 
The clue to a method of determining what that theo- 
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measures of price only, in which case the regression of price 
on quantity expresses the true demand relationship. 
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retical relationship is may be found from a considera- 
tion of the effects of certain disturbing factors which 
cause the observations to be scattered about the line 
representing the theoretical relationship. 

Let the solid line in Figure 5 represent the true de- 
mand curve for a certain commodity, and the three 
pairs of dots stand for six of the many actual observa- 
tions of the relationship which might be made if all ex- 
traneous influences could be eliminated. Suppose now 
that in practice the observations on quantities consumed 
are all perfectly accurate and that all extraneous forces 
are eliminated except a group of factors which lead to 
errors in the determination of the prices. If these errors 
in the determination of prices conform to the law of 
error the observed values will be distributed symmetri- 
cally above and below the theoretical values in a fashion 
that may be represented by the hollow circles. If a line 
be now fitted to these actual observations by the method 
of least squares, so that the sum of the squares of the 
vertical deviations shall be a minimum, the line ob- 
tained will be identical, except for minor fluctuations 
of sampling, with the demand curve originally drawn. 
Strict proof of this statement would require a considera- 
tion of the principles on which the method of least 
squares is based, but the substantial truth of the state- 
ment is readily perceived when it is considered that the 
introduction of such errors as have been assumed will 
not affect the mean price in any group of observations 
such as are represented by any of the three pairs of dots 
in the chart. Neglecting errors of sampling, the line of 
least squares is a line passing through the means of such 
groups. This line which gives the sum of the squares 
of the vertical deviations a minimum is the line of re- 
gression of price on quantity and therefore under these 
conditions represents the true relationship. The other 
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line of regression (actually calculated from the observa- 
tions shown) is the steeper dotted line. 

Now assume a different set of conditions. Suppose 
the price observations to be accurate and all other dis- 
turbing factors removed except errors in the estimates 
of quantities. Suppose also that these errors in the esti- 
mates of quantities are distributed in accordance with 
the law of error. The effect upon the actual observa- 
tions may be represented by the hollow circles in Figure 
6. By the same reasoning followed in the preceding case 


Figure 6 
6ol .. 
\ 
- *sYe---0 
50 one, 
40Fr \ 
rs} o--¥e. 
w OOF ‘e.--0 
a. “J 
20r Soe 
0---@.s, 
10Fr 








re) l i l l ! l 
- + =e 2 2B § FS 
QUANTITY 


Ficure 6. Example of Effect of a Second Class of Factors on Determination of 
True Relationship 
Factors are assumed to obey the law of error and to affect 
measures of quantity only, in which case the regression of 
quantity on price exp’ the true d d relationship. 





it appears that a line of least squares which makes the 
sum of the squares of the horizontal deviations a mini- 
mum is now identical with the true demand curve, sub- 
ject to minor fluctuations of sampling. This is the line 
of regression of quantity upon price. The line of regres- 
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sion of price upon quantity is here the dotted line which 
does not properly represent the true relationship. 

If in any actual case the scattering of the observa- 
tions may be shown to arise from causes conforming 
closely to the conditions assumed in either of the fore- 
going cases it follows that one or the other of the lines 
of regression, according to the conditions, gives an ex- 
cellent representation of the true demand relationship. 
If the actual case presents a combination of the two 
conditions, however, the line representing the true rela- 
tionship lies between the two lines of regression, closer 
to one or the other of the two regression lines according 
as one or the other of the two sources of error pre- 
dominates. 

One interesting practical example illustrating the 
applicability of this reasoning has come to the writer’s 
attention and may be worth citing, despite the fact that 
it lies in a field different from the one under considera- 
tion. Miss Margaret G. Myers has published a study 
in which she correlated the monthly production of pig 
iron for the seven years, 1903 to 1909, with the weekly 
capacity of furnaces in blast the first of the month.® 
The coefficient of correlation is given as + 0.975. The 
theoretical relationship between weekly capacity and 
monthly production is readily obtained from considera- 
tion of the average number of weeks in a month, namely 
4.34. If the correlation were perfect we should expect 
the monthly production to be 4.34 times the weekly 
capacity, and the weekly capacity to be 7/4.34 or .230 
times the monthly production. The correlation is not 
perfect, however, owing to changes in the number of 
furnaces in blast during the month and to variation in 
the length of the months. The actual production for 
any month therefore gives a measure of the result to be 


8. Jour. Am. Stat. Assn., June, 1922, pp. 247-249. 
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Fieure 7. Example of Effect of Shifting Demand Curve 
Under One Set of Conditions 
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sion of price on quantity expresses the true relationship. 
expected which is subject to error owing to the inter- 
vention of these other causes. If the measure of weekly 
capacity the first of the month is not subject to such 
errors, the theory outlined above would lead us to ex- 
pect the observed regression of monthly production on 
weekly capacity to conform to the theoretical relation- 
ship, but the observed regression of weekly capacity on 
monthly production to fail to conform. The figures are 
as follows, as called for by the foregoing analysis: 


Observed Theoretical 
Regression coefficient of monthly production 
Ree 4.34 4.34 
Regression coefficient of weekly capacity on 
monthly production..................... .219 .230 


While a consideration of the principles brought out 
above will throw light in many cases on the problem of 
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deducing the true demand curve from a statistical 
determination it fails to answer the question which will 
be raised most frequently by economists. Suppose the 
scattering of the observations is due not to errors in 
the determination of either price or quantity, but to a 
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Ficure 8. Example of Effect of Shifting Demand Curve 
Under a Second Set of Conditions 
The changes in ition of the d d curve may obey the 
law of error and affect the quantities only, in which case the 


a of quantity on price expresses the true relation- 
ship 








shifting of the demand curve during the period under 
consideration. Such a condition may be represented by 
either Figure 7 or Figure 8. In these figures the solid 
line represents the mean position of the demand curve, 
while the hollow lines may be taken as representative 
of the positions which may be taken by the demand 
curve in particular periods from which observations are 
obtained. What will be the effect of these shifts in the 
demand curve upon the observations obtained? 

In some cases conditions will be such that a shift in 
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the demand curve cannot affect the quantities observed. 
Such is presumably the case with the demand for pota- 
toes discussed above. It is highly improbable that 
changes in demand, as represented by the demand 
curve in terms of the corrected figures, are correlated to 
any appreciable degree with the changes in the quanti- 
ties produced, as corrected for use in the chart. Con- 
sequently the effect of the changes in position of the 
demand curve may be represented by Figure 7. When 
the demand is above or below average the observations 
are displaced vertically from the positions which they 
would occupy in the average case. The effect is identi- 
cal with that produced by errors in the determination of 
price, pictured in Figure 5, and thé line of regression of 
price on production gives the correct measure of the 
average position of the true demand curve. The other 
regression line is shown dotted. 

It is possible, however, for the conditions to be such 
that the shifts in the demand curve will affect the quan- 
tities rather than the prices observed. An illustration 
of this condition may possibly be found in a study of the 
demand for butter — which is part of a joint project 
being carried on at the present time at the University 
of Minnesota in coéperation with the United States 
Department of Agriculture. It is proposed to study the 
relation between the price and the quantity of butter 
consumed monthly in the city of Washington. If there 
are shifts in the demand curve which show no appre- 
ciable correlation with similar shifts in the general de- 
mand for the entire country, such shifts as might be 
occasioned by temporary changes in the population of 
Washington for which no correction could be made, 
these changes would not affect the prices observed, but 
would affect the quantities. This condition is pictured 
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Fieure 9. Lines of Regression for Correlations of — 0.80 and — 0.95 
nearly ‘the same ‘The old ine “corenpond to's correlation of = 0.96, the 

in’ Figure 8, representing conditions which would be 
observed with the demand curve in one position above 
and in one position below the average demand curve. 
When the demand is above or below the average the ob- 
servations are displaced horizontally from the positions 
they would occupy in the average case. The effect is 
identical with that produced by errors in the determina- 
tion of production, pictured in Figure 6, and the line of 
regression of production on price gives the correct meas- 
ure of the average position of the true demand curve. 
The other regression line is shown dotted. 
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By way of indicating the degree of divergence between 
the two regression lines in cases where the correlation is 
fairly good, as contrasted with the example of the low 
correlation between production and price of wheat, 
there are shown in Figure 9 two sets of regression lines 
for correlations of — 0.80 and — 0.95, designated re- 
spectively by the dotted lines and the solid lines. The 
data in Figure 1 show a linear regression when the re- 
ciprocals of the prices are plotted against the consump- 
tion data and the correlation in this form is + 0.972. 
When the correlation is as high as this, the difference 
between the two regression lines may be considered 
immaterial. 

The foregoing analyses of the cases of scattering of 
observations due to errors and to the influence of chang- 
ing demand forms a basis for a more general statement 
of the situations in which one or the other line of re- 
gression of the Pearsonian correlation gives an ap- 
proximately correct statement of the true theoretical 
relationship. Whenever the dependent ® variable only 
is affected by appreciable errors or by causal factors out- 
side those under consideration, the relationship deter- 
mined will be approximately the true one,’ but when the 
errors or the extraneous causal factors affect the ob- 
servations on the independent variable, the relationship 
determined will not be the true theoretical relationship. 
In effect, the existence of errors or influence from ex- 
traneous factors in the independent variable results in 
the necessity of discounting somewhat any extreme 
variations observed in that variable before calculating 


9. The calculation of the equation of regression of z on y involves the 
assumption of z as the dependent variable and y as the independent 
variable; similarly a statement of the variable to be considered as de- 
pendent defines by implication the regression equation to be used. 

. 1. Subject of course to the condition that the relationship be truly 
inear. 
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the probable effect upon the dependent variable. The 
calculated relationship reflects this discounting in a 
regression coefficient which understates the true effect 
of any actual (as distinguished from spurious apparent) 
variation in the independent variable. 

The foregoing conclusion, it may be noted, is valid 
not only for the linear relationships assumed in the 
Pearsonian correlation, but also for studies of more 
complicated relationships. If the form of the relation- 
ship is properly judged, a statistical determination 
should give the true theoretical relationship, subject to 
the fluctuations of sampling, whenever the significant 
effects of errors and of extraneous forces are reflected 
only in the dependent variable. But whenever errors or 
extraneous forces affect the independent variable or 
variables the calculated relationships will more or less 
understate the true effect of any real change in the in- 
dependent variables. 


Ho.srook WorKING. 


Tse University oF MINNESOTA 
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CHAPTERS ON MACHINERY AND LABOR 


II. Tue Intropuction or Avtromatic BorrLEe 
MACHINES 


SUMMARY 


Periods in the introduction of automatic bottle machines, 541. — 
A. The Introduction of the Owens Machine: I. The rate of introduc- 
tion, 542. — The potential and actual displacement, 543. — II. Causes 
of delay in the supersession of the older processes, 545. — III. The ma- 
chine policy of the Glass Bottle Blowers, 548. IV. Effect of the ma- 
chine on conditions of labor, 559. — B. The Introduction of Flow and 
Feed Devices: The rate of introduction, 564. — The policy of the union, 
565. — Effect on conditions of labor, 568. — Conclusion. 


Untit 1905 the only important change from primi- 
tive hand methods in the manufacture of glass bottles 
and jars was the introduction of semi-automatic ma- 
chines for making wide-mouth bottles. From 1905 to 
the present time, the proportion of the total production 
of bottles and jars made on automatic machines has 
constantly increased. In 1917 it was 50 per cent; in 
1922-23, 80 per cent;' and in 1924-25, 90 per cent. 
Corresponding changes have occurred in the character 
of the labor force. In 1905, when the automatic ma- 
chine was still unimportant as a factor in production, 
the production of the 12,000,000 gross of bottles made 
in the United States required 10,000 skilled workmen 
and apprentices, of whom 9000 were hand blowers and 
1000 were operators of semi-automatic machines.? In 
1924 the production of 18,000,000 gross of bottles * was 

1. Manufacturers’ Report of Final Wage Conference, 1923, p. 7. 

2. Proceedings, Glass Bottle Blowers, 1907, p. 43. 

3. Unfortunately, the Bureau of the Census in 1921 and 1923 did not 
collect data as to the quantity of bottles manufactured. The Census of 


Manufactures, 1919, is the last, therefore, in which this information is 
given. The Glass Container Association has courteously furnished the 


544 























MACHINERY AND LABOR 





545 


achieved by approximately 1000 hand blowers, 300 
operators of semi-automatic machines, and 1500 at- 
tendants of automatic machines. The decrease in skilled 
and semi-skilled workers from 10,000 in 1905 to less 
than 3000 in 1924 by no means completely measures the 
reduction in the amount of labor required. Of the 8000 
or more unskilled helpers, mostly boys, who aided in 
the hand and semi-automatic manufacture, nine-tenths 
have been made unnecessary. 

The introduction of automatic machinery in the glass- 
bottle industry falls into two periods. 

A. From 1905 to 1917, the Owens machine, the only 
important form of automatic machine in use, was 
rapidly introduced. This period was marked also by a 
great extension in the use of semi-automatic machines, 
especially of those for the manufacture of narrow-mouth 
ware. 

B. The period from 1917 to the present has been 
characterized by the introduction of flow and feed de- 
vices, also automatic in character. The flow and feed 
devices have displaced chiefly the operators of semi- 
automatic machines, but they have also had some effect 
in displacing hand workmen. The two periods will be 
dealt with separately. 


(A) Tue INTRODUCTION OF THE OWENS 
BotrLteE MAcHINE 


The Owens machine was the logical extension of the 
semi-automatic bottle machine, which, in its latest 
forms, requires hand labor only in getting the glass from 
the furnace to the machine in proper quantities. The 


writer with data as to the production of bottles in 1920-22 inclusive. 
On the basis of these figures, with allowance for the normal increase in 
the use of bottles and for change in the rate of business activity, the 
estimate of 18,000,000 gross in 1924 has been made. 
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Owens machine, by suction, draws the glass in the re- 
quired amount from the tank, thus making the entire 
process automatic.‘ The saving in labor cost on the 
Owens machine over other methods in use at the time 
of its introduction was large. In 1906, the Owens Com- 
pany stated that the labor cost of manufacturing a 
gross of pint beer bottles by the Owens machine was 
10 cents against $1.47 by hand. The labor cost of 
manufacturing a gross of pint milk bottles was 10 cents 
against 75 cents on the semi-automatic. Moreover, the 
Owens machine was soon improved. The carrying-in 
boys were displaced by automatic leers, and the daily 
output of the later models was much increased. These 
improvements widened the differemce in labor cost be- 
tween the Owens machine and alternative methods of 
manufacture. In quality of product, also, the Owens 
machine was superior, in that the bottles made by it 
were far more nearly uniform in weight and content 
than those made by hand or on the semi-automatic 
machines. Uniformity of content has become extremely 
important in.recent years, partly through the increasing 
stringency of the laws relating to measures, and partly 
through the greater use of filling machines. 


I 


The following table shows the number of Owens ma- 
chines in operation in the United States from 1905 to 
1917: 5 


4. The inventor of the Owens machine, Mr. M. J. Owens, a bottle 
blower by trade, made many other important inventions — notably the 
tumbler machine and the lamp-chimney machine. From 1895 to his 
death in 1923 he was constantly engaged in experimentation. It may 
fairly be said that his contributions to the mechanics of glass manu- 
facture have been unequalled in importance in the history of the industry. 

5. The figures are taken from the annual reports of the Glass Bottle 
Blowers’ Association. 
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NuMBER OF OwENs MACHINES IN OPERATION IN THE 
Untrep States — 1905-17 


1905-1906. .......... 8 Sg 124 
P| eer 18 | See 152 
1007-1908... ........ 34 pio ae 164 
1008-1000. .......... 46 SPU. cv cccectens 176 
1909-1910... ........ 61 oe eee 187 
S| | ee 103 8: rr 200 


In estimating the potential displacement of bottle 
blowers involved in the introduction of the Owens ma- 
chine, the increase in the productivity of the machine 
is a factor of prime importance. The daily output of 
pint beer bottles may be taken as an index of this in- 
crease. The original contracts for the use of the ma- 
chine were based on an estimated output of 100 gross in 
twenty-four hours. The machine actually produced 
125 gross. In 1909 a new style of machine, the 10-arm, 
was introduced with a capacity of 200 gross. The new 
type, however, only gradually replaced the older. In 
1914 other improvements were made in the machine, 
with the result that in 1917 the average run on the 
newest type of machine was 350 gross of pint beers. 
When allowance is made for these changes, it may be 
estimated that the annual capacity of all the Owens 
machines in operation in gross of bottles increased as 
follows: 


ORs ck vanes 1,500,000 1912........... 7,000,000 
EES 2,500,000 1913........... 8,000,000 
ected 4,200,000 1914........... 11,000,000 


The amount of potential displacement may be cal- 
culated in another way. It has been reckoned by a 
competent authority that one Owens machine in 1917 
was capable of producing as much as 54 hand blowers.® 
The 200 machines operating in 1917, therefore, were 


6. The Glass Industry as affected by the War: Tariff Information 
Series No. 5, p. 139. 
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equal in capacity to 10,000 hand blowers. In 1917, 
therefore, the Owens machines in operation were capable 
of producing almost as many bottles as the total pro- 
duction amounted to in 1905, or, put in another way, 
something more than the 9000 hand blowers at work in 
1905. 

In the meantime, however, as the following table 
shows, the production of bottles had increased very 
rapidly. 

PropucTIon oF Botries AND Jars, 1904, 1909, 1914, 1919 
(In thousands of gross) 


1904 1909 1914 1919 

Ne, nk Cann cccees 3,202 3,624 4,893 6,684 
Beer, soda, and mineral......... 2,351 2,345 4,573 4,178 
Liquors and flasks. ............. 2,157 ” 1,887 2,689 993 
ERR ak 253 440 1,188 877 
dk btsihin bale Gada ne oss 1,061 1,124 1,198 1,860 
Ere 19 9 79 13 
Patent and proprietary......... 1,657 1,637 1,384 3,364 
Packers’ and preservers’......... 1,237 1,237 3,271 4,297 
Demijohns and carboys......... 5 10 13 23 

DR nade ddan akiea ne nc< 11,942 12,313 19,288 22,289 


If the production of bottles and jars in 1917 is esti- 
mated at 24,000,000 gross,’ it may be inferred from the 
preceding calculations of the capacity of the Owens 
machine that nearly one half of the 1917 production 
was on Owens machines.* The other half was made by 
hand and on semi-automatic machines. The number of 
glass bottles produced in 1917 by hand blowers and the 


7. The year 1917 was a peculiarly prosperous year in the glass-bottle 
industry. The fall in production in 1919 was due largely to the fact that 
the Eighteenth Amendment became effective in January, 1920, and, 
= breweries and distilleries were not replenishing their stocks of bot- 

les. 

8. This estimate agrees approximately with the statement of Mr. T. 
W. Rowe, Statistician of the Owens Bottle Company, to the United 
States Tariff Commission in 1918. Mr. Rowe put the production on the 
Owens machine at 45 per cent of the total. Tariff Information Series No. 
5, Washington, 1918, p. 129. 
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operators of semi-automatic machines, taken together, 
was therefore approximately equal to the amount pro- 
duced in 1905 by the same classes of workers. But 
the proportion of hand blowers to machine operators 
changed greatly from 1905 to 1917. While in 1905, as 
has been noted, the hand blowers numbered 9000 and 
the operators 1000, in 1917 the hand blowers numbered 
2000 and the operators 2000. 


II 


In view of the great superiority of the Owens machine 
both in labor cost and in quality of product, it appears 
surprising at first sight that any work was left to the 
hand blowers or to the operators of semi-automatic ma- 
chines. The factors responsible for so large a survival 
of the older technique may be grouped under four 
heads: (1) the policy adopted by the owners of the 
Owens patents in marketing the invention, (2) the na- 
ture of the demand for bottles, (3) the development of 
the semi-automatic machine, and (4) the time required 
for the adaptation of the Owens machine to the manu- 
facture of the various classes of bottles. 

(1) Three methods of marketing the machine were 
open to the owners of the Owens patents: they might 
sell or lease the machine to any one who was willing to 
pay the price or royalty, grant licenses to selected 
manufacturers, or themselves manufacture bottles. 
The Company has followed both the second and third 
methods. Until about 1914, however, the greater part 
of the production on Owens machines was in the fac- 
tories of licensees. The manufacturers who secured 
licenses specialized in particular lines of ware.® The 
manufacture of any one line of ware on Owens machines 
was, therefore, carried on in only a few factories. It 


9. The Glass Industry, Department of Commerce, Miscellaneous 
Series, No. 60, Washington, 1917, p. 214. 
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resulted that many manufacturers who used the older 
processes were in locations sufficiently favorable on ac- 
count of proximity to customers to balance completely 
or partially the lower cost of manufacture on the Owens 
machine. The result was that the machine was intro- 
duced more slowly than it would have been if it had been 
leased or sold to all factories which desired its use. 

(2) The great mass of glass jars and bottles are 
bought by manufacturers and dealers for use as con- 
tainers for other commodities. When bottles are made 
by hand, the extra expense involved in having a spe- 
cially designed bottle, even when ordered in limited 
quantities, is not large. It came about, therefore, that 
the purchaser of jars and bottles used them as part of 
the machinery of his advertising. Shape, markings, and 
even color were combined to give distinctive appear- 
ance to the bottle. Many of the articles put up in glass 
containers have a small market, and the orders of the 
makers of these articles are for only a small number of 
bottles. The Owens machine is an instrument of large- 
scale production, and the manufacturers who were us- 
ing the older methods of manufacture — hand and semi- 
automatic — were able, therefore, to hold the orders for 
small lots of special bottles. This advantage has been 
less important in recent years, as the small user of glass 
containers, in order to secure cheaper bottles, has be- 
come willing to use standard sizes and shapes and to 
rely on the label for his distinctive mark. 

(3) The third obstacle to the more rapid encroach- 
ment of the Owens machine on the older processes was 
the development of the semi-automatic machines in 
range and efficiency. The original machines of this type 
could be used only for the manufacture of wide-mouth 
ware, and required for their operation two skilled work- 
ers — the gatherer and the presser. As early as 1906, 
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manufacturers began to equip the machines with cut- 
offs, displacing the pressures; the labor cost was thus 
nearly halved. About 1908, semi-automatic machines 
for making narrow-mouth ware, such as beer and catsup 
bottles, began to come into use. The earliest of these 
machines were operated by three men, but they were 
rapidly improved, and first, two-man machines, and 
later, one-man machines were introduced. By 1917 al- 
most all semi-automatic machines were operated by one 
man. All these developments were helpful in enabling 
the manufacturer who did not have Owens machines to 
reduce his labor cost. 

The following table compiled from the reports of the 
e Glass Bottle Blowers’ Association shows the rapid 
growth in the number of semi-automatic machines. 
The figures are only for union factories and, since an in- 
creasing proportion of all semi-automatic machines 
came under control of the union during the period 
under review, they slightly exaggerate the rate of in- 
crease. 


Number or Semi-Automatic BotritE MACHINES AND 
Operators, 1906-17 


Number of Number of Numbers 
Wide-Mouth Narrow-Mouth of 

Machines Machines Operators 
Bic SA nReaseens 168 ake 630 
ree ee 191 ae 710 
Dc chdeusentess 223 ans 830 
ee nee, oe 205 19 944 
ST ee rr re 216 ue 7 
EE Perera Pe 173 52 1,004 
RA eee 170 96* rin 
WU A vcciscetsene 201 96* 
ees ere 210 102* - 
ee ee 193 265 1,700t 
ER Sy 167 292 2,000t 
BE Ss it cteuenwered 428 2,000t 


* The fi for narrow-mouth machines in 1912, 1913, and 1914 include only ma- 
chines of the older type—the three-man machine. The increasing number of one-man 
two-man machines was not included until 1915. 


t Partially estimated. 
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(4) The fourth factor in preventing a more rapid 
engrossment of the trade by the Owens machine was the 
necessity of adapting the machine to different types of 
ware. The machine was successful from the outset in 
manufacturing heavy jars and bottles, but its adapta- 
tion to light-weight bottles required time. Until 1912 
the greater part of prescription bottles — amounting to 
one fourth of the total production in quantity and one 
third in value — were made by hand. The first attempts 
to manufacture this class of ware on the Owens machine 
were not successful, but by 1915 the problem was com- 
pletely solved. In 1917, licenses were granted by the 
Owens Company for the manufacture of carboys and 
other large-size bottles. . 


III 


In 1907, when the Owens machine began to be im- 
portant as a factor in the production of bottles, nearly 
nine tenths of the hand blowers and operators of semi- 
automatic machines in the United States were members 
of the Glass Bottle Blowers’ Association. There were 
some non-union factories, and in some factories the 
semi-automatic machines were under the jurisdiction 
of the Flint Glass Workers’ Union, but neither class was 
important. Throughout the period from 1907 to 1917 
the Association not only maintained, but even increased, 
its hold over both hand blowers and semi-automatic 
machine operators. 

Over a period of many years, the Blowers have built 
up an elaborate system of national collective bargaining 
with the Association of Bottle Manufacturers. Two 
conferences are held each year. At the preliminary 
conference, in May, tentative proposals for changes in 
wages and rules are made, but no final decision on any 
question is reached. In July the union holds its annual 
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convention, and the delegates express their opinion on 
matters affecting the trade. At the final conference, in 
August, the wages are fixed and rules laid down for 
the coming “blast.” It is a recognized principle that 
neither the union nor the employers can legislate sepa- 
rately as to matters affecting the trade. The union, 
therefore, can pass no rules as to hours or apprentice- 
ship; it can only propose such rules to the conference. 
If the final conference adjourns without an agreement, 
neither side is bound to observe any of the rules adopted 
in previous years. 

The formulation of a machine policy by the union was 
of necessity slow, since the range of the Owens machine 
was only gradually ascertained. In 1904, President 
Hayes discussed the possible effects of the machine, 
then in an experimental stage. He was convinced that it 
could make beer bottles very cheaply, and that the 
future of the 1600 members of the union who were mak- 
ing such bottles was in jeopardy. He reckoned, how- 
ever, that it would be two or three years before enough 
machines could be put into operation to affect these 
workmen very seriously, and counted on a sufficient en- 
largement of demand in other divisions of the trade to 
afford them employment. In his tentative plan for 
meeting any further encroachment, emphasis was put 
on the adoption of a three-shift system in order to divide 
work among the blowers.' The introduction of three 
shifts was to be delayed, however, until unemployment 
appeared, since the innovation would spend its force as 
a remedy in its introduction. In 1905, President Hayes 
was still convinced that the field for the Owens machine 
was limited to heavy-weight bottles.2 He urged, how- 
ever, that the number of apprentices should be reduced 
as a precautionary measure. In 1907, when the semi- 


1. Proceedings, Glass Bottle Blowers, 1904, pp. 39, 40. 
2. Proceedings, Glass Bottle Blowers, 1905, p. 62. 
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automatic machine for making narrow-mouth bottles 
began to come into use, President Hayes counselled the 
union to make generous terms for it, as a competitor of 
the Owens employing skilled men. Until 1909 the offi- 
cers of the union steadily opposed the reduction in the 
scale for hand workers, as a means of coping with the 
Owens machine, but in that year a considerable reduc- 
tion was made. 

The policy of the union, as finally formulated in 1909 
and consistently pursued thereafter, was composed, 
therefore, of four parts: (1) the introduction of the 
three-shift system, (2) the reduction in the number of 
apprentices, (3) the encouragement of the introduction 
of semi-automatic machines, and«(4) the reduction in 
the piece price of bottles made by hand. 

(1) At the time the Owens machine was introduced, 
the two-shift system was in common use in glass-bottle 
factories. The actual working time of each shift was 
eight and one half hours, but the men stopped an hour 
for dinner and also rested for two periods of fifteen 
minutes each. The factory was thus open for twenty 
hours of the twenty-four, and work was going on for 
seventeen hours. Since the chief purpose of the proposed 
three-shift system was to divide the work among a 
larger number of blowers, the union wished at the time 
of its introduction to secure also a substantial shorten- 
ing in the length of the working day. Under the union’s 
three-shift plan the actual working time of each shift 
was to be seven hours, and an hour was to be taken for 
dinner.’ In 1910, when unemployment in the trade was 
very great, President Hayes decided that the supreme 
moment, for which the three-shift system had been held 
in reserve, had arrived, and urged its general adoption.‘ 


3. Proceedings, Glass Bottle Blowers, 1907, p. 222. 
4. Blowers’ Report of the Final Conference, 1910, p. 22. 
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Altho many of the employers were convinced of the 
economy of continuous operation, they objected to a 
generally binding rule on two grounds. In the first 
place, it was claimed, many of the furnaces were so con- 
structed as to make their continuous operation impos- 
sible. Secondly, it was said that it would be difficult to 
get a sufficient supply of boy helpers for three shifts. 
Some of the manufacturers suggested that a three-shift 
system of six-hour shifts would accomplish the desired 
division of labor and at the same time be workable un- 
der existing technical and labor conditions. The con- 
ditions varied so much in different factories and locali- 
ties that it was found impracticable to formulate a 
binding rule acceptable to both sides, or even to agree 
on any general rule as to the hours of work where the 
three-shift system was voluntarily introduced. The 
union held out for seven hours of work, with an hour for 
dinner; while the employers, anxious for continuous 
production, urged that the dinner time should be re- 
duced to half an hour, and that the working week should 
begin at midnight on Sunday instead of 7 a.m. on Mon- 
day. 

The same divergence of opinion manifested itself at 
later conferences. From 1912, however, a provision 
was inserted in the agreement covering hand blowers, 
that ‘‘where there are a sufficient number of competent 
idle men and the Branch so requests, every effort shall 
be made by the manufacturers to employ three shifts. 
Where there are a number of competent idle men and 
not enough to operate three shifts, manufacturers and 
the Committee shall use every effort to arrange for a 
division of work and time with the idle men.”’ There is 
no exact information as to how far local unions were 
able to divide employment by these means, but the re- 
ports to the union show that some hand factories did 
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run for periods on the three-shift system. Apparently, 
however, the greater part of the division of the work 
actually accomplished was brought about by dividing 
time with the idle men. 

In 1911, the union secured the adoption by the con- 
ference of a rule regulating the hours of work where 
semi-automatic machines were worked on a three-shift 
system. The length of the shift was to be eight hours 
with a half-hour out for dinner. The introduction of the 
three-shift system on the machine was of no effect as a 
remedy for the unemployment of the hand blowers, but 
it did reduce the overhead cost of the manufacturers who 
used semi-automatic machines. Some of the shift-sys- 
tems introduced in formal complianee with the rule were 
by no means satisfactory.° In some factories, for in- 
stance, the three shifts worked four hours on and eight 
off; in others, four shifts of six hours were worked. 

(2) The system of apprenticeship for blowers, in force 
when the Owens machine was introduced, was largely 
the outgrowth of custom and had been changed very 
little by the conference. As custom had shaped the in- 
stitution, an apprentice served five years, and during 
this period was paid one half the piece price for journey- 
men. In 1902 the term of service was fixed by the con- 
ference at fifty months of working time — the practical 
equivalent of five years. From the inception of the sys- 
tem of agreements, the number of apprentices to be 
taken has been decided annually by the conference, the 
usual allowance being one to fifteen. It was recognized 
that the apprentice after a year’s service produced about 
as much ware as a journeyman, and was therefore profit- 
able to the employer. Moreover, the hand factories, 
and to a less extent the hand-machine factories, re- 
quired a number of boys as auxiliary workers, and the 


5. Proceedings, Glass Bottle Blowers, 1917, p. 165. 
6. Report of the Industrial Commission, 1901, vol. vii, p. 110. 
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prospect of becoming a blower was a strong inducement 
to boys to enter the factories. The employers were al- 
ways, therefore, anxious to have a high ratio of appren- 
tices. 

The union officials argued at the annual conferences 
from 1905 to 1907 that in view of the increase in the 
number of Owens machines the allowance of apprentices 
should be reduced. They were faced, however, by the 
fact that all available bottle blowers were fully em- 
ployed. In 1907 the union was extremely anxious to 
keep the apprentice ratio low and offered to loan appren- 
tices on the next year’s ratio, but the employers were 
unwilling to accept this compromise and obtained an in- 
crease in the ratio to one to ten.’ In 1908, however, 
when a large number of bottle blowers were unem- 
ployed, the union secured a reduction in the ratio to one 
to fifteen, and from 1909 made a reduction in the num- 
ber of apprentices a cardinal part of its machine policy. 
The union conferees secured the insertion of a provision 
in the annual agreement for 1909-10 that no appren- 
tices should be taken. In 1912, the union again secured 
an agreement that no apprentices should be taken. 

By this time the union had become keenly aware that 
the continuing obstacle to a radical restriction in the 
number of apprentices was the financial advantage to 
the employer in taking apprentices. Experience had 
shown that the apprenticeship ratio could be discussed 
only in connection with wages. In 1905, for example, 

7. “The workers proceeded to illustrate to the Manufacturers that in 
the face of the introduction of automatic machinery we were confronted 
with the prospect of a surplus of idle men, should the machine be in- 
stalled as rapidly as indicated, which would place us in a rather peculiar 
position. While the state of the trade and glass market continued in its 
present good condition, we could not supply the employers with suffi- 
cient blowers to man their plants, but to increase the number of appren- 
tices at this time, should there come a period of depression, would leave 


us with a number of surplus men with no work.’”’ Blowers’ Report of 
Final Conference, 1907, p. 29. 
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the employers had offered to take no apprentices if they 
were given a reduction of 15 per cent in wages. In 1909 
and 1912, the only two years in which the union had 
secured an agreement to take no apprentices, heavy re- 
ductions in wages had been granted. Accordingly, in 
1913, the union insisted on a radical change in the ap- 
prenticeship rule. It was agreed that the term of the 
apprentice should be four years — 40 working months 
— and that he should’be paid 75 per cent of the journey- 
man’s piece price. There was thus left to the employer 
very little advantage in taking apprentices. From 1913 
the apprenticeship question lost its importance, largely 
because the union was convinced that under the new 
rule the employer would not take apprentices unless 
there was a scarcity of journeymen. 

(3) The development of the semi-automatic machine 
was regarded favorably by the union, since the opera- 
tors were usually recruited from the blowers.’ From one 
point of view, the machine caused displacement, since 
the production for each operator was far greater than 
the amount made by a hand blower.' On the other 
hand, since the kind of ware which was made on the 
semi-automatic machines could also be made on the 
Owens machine, there was offered at least a prospect of 
skilled employment. 

The officers of the union, therefore, welcomed the ad- 
vent of the newer forms of the semi-automatic machines. 
In 1908, President Hayes, in reporting to the convention 

8. In 1909, the Manufacturers’ offer of settlement contained the fol- 
lowing clause: “That no apprentices be taken for the blast of 1909-10 
and to prevent this increasing the net cost of ware, a reduction of 10 per 
cent be allowed on all other ware except . . .”” Manufacturers’ Report 
of Final Conference, 1909, p. 7. 

9. “The Introduction of Semi-Automatic Bottle Machinery,” 
Quarterly Journal of Economics, May, 1925, p. 352. 

1. The most efficient form of the semi-automatic machine produces 


approximately four times as much in the same length of time as four 
hand blowers, and is operated by one skilled man. 
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the attempts then being made to introduce the narrow- 
mouth machine, said: “If its operation is such as to en- 
courage manufacturers to believe that with it they can 
hold their trade against the Owens automatic, then it 
will become a factor of some consequence in the machine 
problem.” In 1910, in replying to members of the union 
who complained that the scale made for the narrow- 
mouth machine was too low, President Hayes said: ‘‘If 
the price list is raised on the machine, I fear it will fur- 
nish its competitors, especially those operating the 
automatic, with a chance to put it out of existence. It 
would not be good policy at this time to place any ob- 
structions in the way of a machine that employs our 
men.” As the machines became more productive the 
low piece rates originally fixed yielded a larger daily 
wage. The union, moreover, took advantage of the in- 
troduction of the two-man and one-man machines to 
secure more remunerative piece rates. By 1914 the 
average daily wages of machine operators were about 
equal to those of hand blowers, and by 1917 they were 
somewhat larger. 

(4) The final part of the union’s machine policy was 
the reduction in the piece rates for hand blowers. At 
the beginning, this form of defence against displacement 
was not favored. President Hayes, in 1905, in reply to 
the arguments of the manufacturers that a reduction in 
prices was necessary in order to keep work from the 
Owens machine, said: ‘“‘The automatic machine is 
coming without question and it will not be long until 
glass houses will look more like machine shops, and glass 
blowers will lose their jobs, but he believed they will be 
able to obtain other jobs. Whether they do or not, he 
insisted that no reduction in wages could stop the in- 
troduction of the machines.” ? From 1905 to 1908 the 


2. Manufacturers’ Report of the Final Wage Conference, 1905, p. 31. 
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union held tenaciously to this position. Even in 1908, 
when many blowers were idle, President Hayes said at 
the final conference that he could not ‘‘see how a reduc- 
tion in wages, even tho applied to certain brackets, 
would help the situation, either for the manufacturer 
or for the blowers at the present time.” ® 

The long depression in the trade in 1908-09 and a 
threatened disruption of the conference system brought 
a change in the attitude, if not in the opinion, of the 
leaders of the union. When the final conference was 
held in 1909 they were prepared to submit to a reduc- 
tion. The employers urged a general reduction of 50 
per cent, and in support of their proposal developed an 
ingenious theory. ‘‘ Almost all maehines,” they said in 
substance, “‘go through a lengthy period of experimen- 
tation. When the wages of the hand workers are high, 
the machines are able to run during this period at a 
profit; later, they are perfected. If the wages of hand 
workers were lower, the machines would not be profit- 
able in their experimental form, and would be aban- 
doned. The proper policy is to reduce wages, not only 
on ware already being made on the machine, but also on 
ware to which the machine is not yet adapted.” 

The leaders of the union were opposed to any reduc- 
tion on classes of bottles not then being made on the 
machine, and maintained vigorously that ‘lowering 
wages has never stopped the invention of machinery.” 
However, they were willing to make reductions on lines 
of ware which were being made on the Owens machine, 
not because they believed that such reductions would 
keep any considerable amount of work for a long time 
from the machine, but because they wished to hold to- 
gether the conference. If some concession were not 
made in wages, it was almost certain that the confer- 

3. Manufacturers’ Report of the Final Wage Conference, 1998, p. 38. 
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ence would disintegrate. In that event, the union offi- 
cials, with three thousand hand blowers unemployed, 
were doubtful of their ability to enforce the scale and 
rules. Ultimately an agreement was reached, under 
which a 20 per cent reduction was conceded on the piece 
price of ‘‘ beers, sodas, etc., 10 oz. weight and over,” one 
of 20 per cent on “‘brandies, catsups, etc., 8 oz. and 
over,” and one of 10 per cent on “‘liquor ovals, 6 oz. 
and over.” The first two classes included ware which 
the machine had been producing successfully, while the 
third class was ware on which the machine only recently 
had begun to encroach. The union refused to make any 
concession in the piece price for prescription bottles and 
other classes of ware which the machine was not making. 

The policy established by the union in 1909 was fol- 
lowed thereafter whenever it was impossible to avoid a 
reduction. In 1910 and 1911 the union was able to hold 
the conference together without any lowering of wage 
rates. By 1912, however, the situation was again be- 
yond control and some reduction was necessary. The 
union finally agreed to take a discount of 20 per cent on 
all ware then being made on the machine. This involved 
a heavy total reduction — amounting to 38 per cent — 
on ware which had already been reduced in 1909. By 
the time the conference was held in 1914, the Owens ma- 
chine was making small ware successfully. The union 
conferees accordingly agreed to accept reductions of 20 
per cent on the small sizes of ware. Only one of the 
greater “‘brackets” into which bottles and jars are 
ordinarily classified — “‘toilets and colognes’ — re- 
mained exclusively hand-made, and the prices for this 
ware accordingly were still left at the ‘‘net”’ list — that 
is, at the price paid in 1907. The reduction in 1914 was 
the last made with the avowed purpose of meeting the 
competition of the Owens machine. 
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The advisability of these reductions was warmly de- 
bated. The advocates of reduction claimed that the 
difference in the cost of production, including return on 
investment, between machine and hand methods was 
not large and that by moderate reductions the union 
could equalize the cost. Those who opposed any con- 
cession based their argument on the assertion that the 
manufacturers who were using the Owens machine had 
not reduced the prices of bottles. Neither side was able 
to support its case by detailed evidence. The total cost 
of production on Owens machines was known only to the 
users, and there were no available figures of bottle 
prices. Experience showed, however, that the reductions 
had no appreciable effect in preventing displacement. 
Here and there a hand manufacturer was able to con- 
tinue in business a little longer or delayed installing 
semi-automatic machines for a time, because of the re- 
ductions. But these were minor results. 


In the foregoing review, it will be noted, pressure to 
secure the employment of hand blowers as attendants on 
Owens machines is not enumerated as part of the union’s 
policy. In view of the fact that the demand for the em- 
ployment of displaced hand blowers as operators had 
been the central point in the policy of the union in deal- 
ing with semi-automatic machines, it may appear curi- 
ous that the same rule was not adopted for the Owens 
machine. There were two reasons. In the first place, the 
number of displaced hand blowers who could have been 
placed in this way was almost negligible. Secondly, the 
disparity in the wage of hand blowers and of machine 
attendants was too great. The attendants on the Owens 
machines are unskilled workers, and the manufacturer 
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would have been unwilling to pay them a wage compar- 
able to that earned by hand blowers and operators of 
semi-automatic machines. In 1906, for example, when 
hand blowers were earning seven dollars a day, and ma- 
chine men four to five dollars, the attendants on the 
Owens machine were receiving twenty cents per hour.‘ 
In 1915, in pursuance of a plan for organizing all work- 
ers in glass-bottle factories, the union secured an agree- 
ment with the American Bottle Company, the largest 
user of Owens machines, under which the Company gave 
jurisdiction over its machine attendants and packers to 
the Blowers. It was also provided that preference in 
employment should be given to displaced hand blowers. 
This agreement, however, is the only one of its kind. 
In most Owens factories there are some displaced 
blowers working as attendants, but their employment 
has been due to the fact that the plant is in the town 
where they formerly worked as hand blowers, and not to 
any rule or policy of the union. 


IV 


The effects of the introduction of the Owens machine 
on the blowers may be grouped under three heads: 
(1) wages, (2) displacement, and (3) the loss of the sum- 
mer stop. 

(1) In 1905 the wages of blowers relatively to wages 
in other skilled trades were very high. There were great 
differences in the piece earnings on different classes of 
bottles, but it would not be an extravagant estimate to 
put the earnings in the trade as a whole at an average of 
seven dollars per day. The reductions made in 1909, 

4. Proceedings, Glass Bottle Blowers, 1906, p. 30. 

5. In testifying before the Commission on Industrial Relations in 
1914, Mr. Hayes, President of the Blowers, said: ‘“‘Our men made good 
wages before the reductions. The glass blowers made from $6 to $18 


and $20 per day. Of course, they were only the exceptions — the $18 
and $20 men. That was for carboys and demijohns. But $8 and $10 were 
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1912, and 1914, did not affect average earnings nearly 
as much as they would have done if they had been made 
at an earlier period. For example, if a blower in 1915 
had made beer bottles, he would have received less than 
two thirds of the piece price of 1908, but relatively few 
beer bottles were made by hand blowers in 1915. In 
1914 President Hayes estimated the average wage of 
blowers at $4.50 to $5.00,° and in 1916 and 1917 con- 
siderable increases were secured. It would not be wide 
of the mark, therefore, to estimate the average wages 
of hand blowers in 1917 at $6.00 per day. Compared 
with the movements of wages in other organized trades, 
the bottle blowers lost more heavily. The index number 
of union wage rates, compiled by the Bureau of Labor 
Statistics, shows an increase for this period in hourly 
rates of wages from 100 to 127.’ Those blowers who 
secured employment on the semi-automatic machines, 
in one sense, fared better. While their wages were lower 
than the wages of blowers in 1907, by 1917 they were 
slightly higher. 

(2) From 1907 to 1917, not less than one half of the 
hand blowers employed in the former year lost positions 
of skill and passed into unskilled work. The following 
table, compiled from the reports of the union, shows the 
total working force — that is, apprentices and journey- 
men together — in factories under the jurisdiction of 
the Glass Bottle Blowers, on March 1, for each year 
from 1905 to 1917: ® 
about the average wages for a glass bottle blower.” Report of Commis- 
sion on Industrial Relations, vol. 3, p. 3016. Other evidence, such, for 
example, as an elaborate inquiry of the manufacturers in 1900, indicates 
that President Hayes’ estimate was somewhat too high. 

6. Report of Commission on Industrial Relations, vol. 3, p. 3016. 


7. “Union Scale of Wages and Hours of Labor, 1923,” Bulletin no. 
354, p. 22. 

8. I am indebted for these figures, as well as for much other informa- 
tion, to Mr. Harry Jenkins, Secretary of the Glass Bottle Blowers’ Asso- 
ciation. 
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For the present purpose, one important correction must 
be made in these figures. In 1914 the union, which had 
included theretofore only skilled workers, began to or- 
ganize packers and other unskilled laborers. In 1915, 
under an agreement with the American Bottle Com- 
pany, 500 machine attendants, packers, and other un- 
skilled workers were taken into membership. In 1916 
and 1917 the general organization of packers was vigor- 
ously undertaken. The increase in working force under 
union control from 1915 to 1917 does not represent, 
therefore, an increase in skilled workers. On the con- 
trary, there was some loss in these years. The number 
of skilled workers — hand blowers and semi-automatic 
machine workers — may be estimated approximately at 
4000 in 1917. 

The displacement of blowers, it will be noted from the 
table, was by no means at an equal annual rate. The 
periods of great displacement correspond to the steps 
in the adaptation of the machine to the various classes 
of bottles. The period from 1905 to 1907 was one of 
rapid growth in employment. The number of Owens 
machines was increasing, but not so rapidly as the de- 
mand for bottles. So urgent was the demand for work- 
ers in 1907 that the union agreed to loan on the next 
year’s quota of apprentices. In his annual report in 
1907, President Hayes said, ‘‘The year just closed has 
been a phenomenal one in the glass trade.”’ In the peak 
year 1907, the working force of skilled men in union 
factories was 9627; in 1909 it was 7005 — a fall of 2600. 
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Some recovery came in 1910, and until 1913 no further 
fall in total working force was experienced. The second 
great period of displacement began in 1913 and was due 
to the extension of the range of the machine to small 
light-weight bottles. The working force of skilled work- 
ers fell from 7703 in 1913 to approximately 4000 in 1917, 
a loss of 3700.° 

Even during the periods of largest displacement, there 
were constant complaints from the manufacturers of a 
scarcity of hand blowers. To some extent this curious 
condition was due to the fact that many blowers had 
specialized in making particular lines of ware, and when 
their branch of the trade passed to the machine, were 
unable to do satisfactory work in any of the remaining 
branches. Moreover, the glass-bottle industry has never 
been concentrated in a few large centers. When the 
Owens machines were installed in a factory, therefore, 
opportunities for employment at hand blowing in the 
same locality were not open. Family ties, ownership of 
a house, or some other impediment to mobility led many 
of the displaced blowers to relinquish the trade per- 
manently. 

The Blowers have never had an unemployment bene- 
fit, and such relief as had been given prior to 1909 was 
given entirely by local unions. In the autumn of 1908 
the executive officers began making loans to branches to 
assist them in aiding the unemployed and, in January, 
1909, levied an assessment of 5 per cent on the earnings 
of employed members. To August 1, 1909, a total of 
$266,000 from this source was paid. Married men were 
given seven dollars per week and unmarried men five 
dollars. In 1912, again, the national union made loans 
to branches. 

9. Both of these estimates of the amount of displacement are made on 


the assumption that the number of apprentices taken was adequate to 
offset the natural loss in a stationary trade. 
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(3) Almost from the beginning of their organization, 
the Blowers had enforced an annual stop of two months 
— July and August. The summer stop was an incon- 
venience to the manufacturers, as it made necessary the 
stocking of ware. But since the rule was uniformly bind- 
ing on all union factories, it was observed without much 
complaint. With the introduction of the Owens ma- 
chines, which ran the year round, strong opposition to 
the summer stop developed on the part of the hand 
and semi-automatic machine manufacturers, who were 
placed at a serious competitive disadvantage, since 
they or their customers must store bottles, and run the 
chance of having an insufficient supply. The amount 
used of many kinds of bottles varies widely from one 
year to another, according to the crop yield or according 
to the heat of the summer. It is an important advan- 
tage to the users of these classes of bottles to be able to 
order a supplementary supply. In 1908 the union con- 
ceded to the manufacturers who used semi-automatic 
machines the privilege of running all summer. This ac- 
tion was forced on the Blowers by a similar concession 
on the part of the Flint Glass Workers, who then con- 
trolled a small section of the semi-automatic machine 
operators. The hand manufacturers demanded the same 
privilege, but the union refused to yield anything until 
1912, when an agreement was reached, under which the 
summer stop was fixed at one month for hand factories 
and at two weeks for machine plants. 

The manufacturers were strongly of the opinion that 
even the modified summer stop left them at a great dis- 
advantage in competition with the factories that used 
Owens machines, and constantly urged the abolition of 
the summer stop. A compromise was reached in 1917, 
when continuous operation was allowed, but it was 
agreed that each blower was to take a compulsory va- 
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cation for four consecutive weeks, and each machine 
operator, for two consecutive weeks, between June 15 
and September 15. The strong opposition on the part 
of the union to yielding the summer stop has been due 
chiefly to the reluctance of the men to work in the in- 
tense heat of the factories during the summer. But the 
summer suspension also is regarded as one method of 
dividing up the available work among a larger number 
of men, and thus reducing the amount of displacement. 


B. Tue INTRODUCTION oF FLOW AND 
Freep DEVICES 


For a number of years, the Owens was the only auto- 
matic machine widely used in the manufacture of bot- 
tles and jars.' Numerous attempts were made to devise 
a mechanism for automatically withdrawing glass from 
the tank by other means than the suction method, which 
had been successfully applied in the Owens machine. 
As early as 1903, Brooke devised a machine descrip- 
tively known as the “flowing device.” ‘There were 
technical difficulties to be overcome, however, and only 
a small part of the total production of bottles was made 
by flow and feed devices until about 1917. By that time, 
a number of different types of these devices were being 
marketed. 

The advantages of the flow and feed devices over the 
semi-automatic machines are very great. In the first 
place, the labor cost is much reduced, since a flow and 
feed device produces approximately twice as much as 
the best form of semi-automatic machine, and is 
watched by an attendant who is paid at a rate not much 
higher than the rate for unskilled labor. Secondly, the 

1. In 1912, the Hazel-Atlas Glass Company was using a pouring de- 


vice, which produced certain classes of jars satisfactorily. Proceedings, 
Glass Bottle Blowers, 1912, p. 102. 
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device is ordinarily worked continuously except for the 
Sunday intermission. Thirdly, the bottles produced are 
more uniform in weight and content than those made by 
the most skilled operators of semi-automatic machines. 

It is impossible to secure any direct statistical infor- 
mation as to the rate of introduction of flow and feed 
devices, since they are made by a number of different 
companies. Moreover, in many cases the device feeds 
more than one machine, and the unit of measurement 
is therefore inexact. But the decline in the number of 
semi-automatic machines furnishes an index, since the 
flow and feed device usually replaces the semi-automatic 
machine. The union, which has had practically com- 
plete control over these machines, reports the number in 
use from 1916 to 1924 as follows: 


Di ists akieesiosesen 459 Peer te 288 
Sache rbacanavwss es 428 eer re ere 164 
Se ere eee 417 Perr 130 
BD 6. 0:26.06:6%.6-0:6:¢:6.6:0: _ eee rr er rrr T 72 
BN 06 c0tiecdnciosecs 315 


From these figures it appears that the period of rapid 
decline in semi-automatic machines was from 1918 to 
1924. The total number of flow and feed devices in 
operation in 1924 cannot be accurately stated, since the 
union has jurisdiction over only a part. In that year, 
the reports showed that the union had jurisdiction over 
201 devices, on which 1000 men were employed.? The 
total number of flow and feed devices was not less than 
300, and probably more. 

The policy of the union with reference to the new ma- 
chines was not laid down until 1918, because until that 


2. The number actually reported in 1924 was 747, but in their reports 
the local unions did not differentiate completely attendants and ma- 
chine operators. As a rough approximation, one half of the machine 
operators have been reclassified as attendants. Proceedings, Glass Bot- 
tle Blowers, 1924, p. 33. 
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time they were operated chiefly in non-union establish- 
ments. In 1916 the President of the Association called 
the attention of the convention to the fact that in four 
places the new devices were displacing members of the 
union. At that time, however, semi-automatic ma- 
chines were increasing in number and machine opera- 
tors were in demand. The devices, therefore, even in 
union factories were manned for the most part by un- 
skilled laborers paid at a rate considerably below the 
wage obtainable by a skilled operator. Some of the dis- 
placed machine operators on their own account turned 
to the new devices, preferring such employment rather 
than a hazard of fortune in a new place. The wages were 
much lower, in fact, rarely more-than that of a day 
laborer, but the work was much easier. The strain of 
piece-work gathering at a wage of $8.00 for an eight- 
hour day was exchanged in some cases for a twelve- 
hour day of watching at the rate of 35 cents per hour.* 
The union used its influence at various places where the 
devices were introduced to secure the employment of 
the displaced operators. But it made no formal claim 
of jurisdiction over the attendants, and there was no 
prescribed wage scale. 

In 1918 the union secured an agreement with a few of 
the manufacturers who were using the devices, and since 
then it has sought to secure similar agreements with the 
remainder. This change in policy was due to the rapid 
introduction of the devices, and the consequent de- 
crease in the number of semi-automatic machines. The 
displaced operators were now usually desirous of work- 


3. In 1918, one of the executives of the union, in describing a newly 
installed plant at Kansas City, said: “The two (flow and feed devices) 
were feeding six machines. Three of our members were working around 
these machines. There were about eight men employed, of whom five 
did not belong to our organization. . . . These men were working 12 
hours a day for 35 cents per hour.’’ Proceedings, Glass Bottle Blowers’ 
Association, 1918, p. 200. 
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ing as attendants. The agreement made in 1918 has 
been renewed each year, except in 1921, when it was 
found impossible to agree on wages. The first agree- 
ment provided for a wage of 50 cents per hour; in 1919, 
this was increased to 60 cents, and in 1920, to 66 cents. 
In 1921 the employers stood out for a reduction to 50 
cents, and no agreement was signed. Since 1922 the 
minimum hourly rate has been 60 cents. A considerable 
number of the employers, however, pay above the mini- 
mum, either as a flat rate or as a bonus. 

The part of the agreement of most interest in the 
present connection is the provision for employment. It 
is agreed that ‘‘when an operator is to be hired, he shall 
be a member of the Glass Bottle Blowers’ Association, 
providing said Association shall be able to furnish ex- 
perienced or satisfactory operators and in case it is not, 
then help may be drawn from any source . . . and any 
operator so put up shall at the end of six months be 
taken into the Association.” In 1924 the union at- 
tempted to change the provision so as to make it man- 
datory on the manufacturers in all cases to employ 
members of the union. This would have made it certain 
that displaced blowers and operators would be given 
preference. The manufacturers successfully objected to 
this change, but asserted that all of them did employ 
members of the union when available. 

It may be estimated roughly that about one third of 
the 2000 machine operators employed in 1917 have 
secured employment on flow and feed devices.‘ A few 
hundred are still employed as machine operators. The 
policy adopted by the union has been successful in re- 
ducing considerably the displacement from the trade. 
Since the total number of attendants on feed and flow 

4. Part of the 1000 union members employed on the devices are un- 


skilled laborers, who have been admitted to the union since their em- 
ployment as attendants. 
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devices in 1924, however, was less than the number of 
machine operators in 1917, a considerable amount of 
displacement was unavoidable. 

The insistence of the union on the employment of dis- 
placed blowers and machine operators on the feed and 
flow device is in marked contrast with its policy with 
reference to the Owens machine. This is easily expli- 
cable. In the first place, as has been noted above, the 
employment of hand blowers or operators as attendants 
on the Owens machine would have afforded a negligible 
amount of employment for the displaced workers. But 
the feed and flow devices could very well have absorbed 
one half or more of the displaced operators. Secondly, 
the disparity in wages between the operator of a semi- 
automatic machine and an unskilled laborer was very 
much less in 1918 than it had been in 1907. From 
1907 to 1918, the wages of operators rose far less than 
the wages of unskilled labor. The employers for the 
most part were willing to pay something more to 
displaced operators than the price of unskilled labor; 
the operators were willing to take something less than 
they had been getting rather than leave the trade. The 
gap was not too great to be bridged. 

The union has been too much engaged with the prob- 
lem of securing the employment of displaced operators 
as attendants to give much attention as yet to the con- 
ditions of employment other than wages. The flow and 
feed devices are now usually run on eight-hour shifts, 
18 shifts per week. The union has urged the explicit 
acceptance of the eight-hour day, and the introduction 
of a 32-hour week-end stop, but it has not been able to 
secure the acceptance of its proposals. 

In the period from 1917 to 1924 the displacement of 
hand blowers continued. The causes were of several 
kinds. The adaptation of the Owens machine to the 
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making of large containers was responsible for some dis- 
placement. The Eighteenth Amendment reduced the 
production of bottles one fourth and caused a still 
heavier loss. Altho beer bottles and liquor flasks in 
1917 were chiefly made by the Owens machine, some 
were still made by hand. Moreover, the reduction in the 
total output intensified competition in the trade. The 
growing tendency toward the use of standard bottles 
also played a part in displacement. In 1924 the number 
of blowers reported at work in union factories was 749, 
about one half of the number at work in 1917. Hand 
blowers in 1924 were chiefly engaged in making ‘‘co- 
logne and toilet” bottles. These bottles are of varied 
sizes and shapes, usually made from closed-pot furnaces, 
with distinctive decorative features, and ordinarily 
made in comparatively small lots. Fortunately for the 
remaining blowers, there has been an increase in the 
demand for such bottles in recent years. 

Under these circumstances, it is not remarkable that 
the wages of blowers since 1917 have lagged relatively to 
wages in other trades. In 1924 the officers of the union 
estimated the average daily wage of a blower at seven 
dollars — an increase of one dollar over 1917, and about 
the wage received in 1907.5 In the meantime, wages in 
most other trades have advanced much more. If the in- 
dex number of union wage rates be taken as a criterion, 
it appears that wages generally rose from 1917 to 1924 
about 80 per cent. 

5. The “toilet and cologne” piece-scale of 1924, however, was nearly 
50 per cent above that of 1907. The discrepancy is partly due to the 
fact that in 1907 most of the other brackets were more remunerative 
than the “toilet and cologne” brackets, while at present the “‘toilet and 
cologne” brackets are more remunerative than the others. It is partly 


accounted for by the reduction in the length of the working-day in 1919 
from eight and one half hours to eight. 














574 QUARTERLY JOURNAL OF ECONOMICS 


Coucluciou: 


From the foregoing account, it is clear that the intro- 
duction of automatic machinery in the manufacture 
of glass bottles and jars presented a problem which no 
trade union policy could have solved completely. De- 
spite an increase of 50 per cent in the production of glass 
bottles in less than twenty years, the number of men 
employed in the industry for all work analogous to the 
original work of the hand blower is less than one third 
of the number employed in 1907. Moreover, the 
greater part of this loss was suffered in the nine years 
from 1908 to 1917. In that time the number of men so 
employed fell from 10,000 to not more than 4000. No 
trade union rule, nor any combination of trade union 
rules, could have prevented a“great displacement of 
skilled labor from the trade. 

Under these circumstances, the policy of the Blowers 
has been controlled in the last resort by the desire to 
hold the workmen together in an organization and to 
maintain contractual relations with the employers. 
Minor criticisms of policies have already been suggested. 
An earlier reconstruction of an archaic apprenticeship 
rule would have kept a thousand or more men out of a 
dwindling handicraft. It is doubtful whether the re- 
ductions made in prices served any economic end. But 
the large justification of the union’s concessions lies in 
the fact that thereby it made possible the effectual 
carrying into effect of a number of measures — some of 
them in less desirable form than was theoretically pos- 
sible, but in the mass capable of producing a consider- 
able effect in lessening the hardship of the transitional 
period. Despite a succession of invasions by machines, 
such as, perhaps, no other trade has experienced in 
recent years, the Blowers are still a union ‘‘in being.” 


GerorceE E. BarRNeEtTrT. 
Tse Jouns Hopxins UNIVERSITY. 
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THE STATIC AND THE DYNAMIC VIEW 
OF ECONOMICS 


SUMMARY 


I. Introductory, 571. — II. There is opposition, not between static 
and dynamic conditions, but only between static and dynamic concep- 
tions, 572. — III. Evolutionary or non-reversible processes distin- 
guished from those which are wave-like or reversible, 575. —- IV. Some 
considerationson the characteristic processes in a capitalistic society, 578. 


I 


THE principal economic theories, both old and mod- 
ern, have all been based mainly upon a static view of 
economic phenomena, Yet the further they proceed, 
the more are economists coming to the realization of the 
insufficiency of the static view of phenomena as the 
only basic conception of theoretical economics, and the 
more unanimous they become in recognizing both the 
necessity and the practicability of the development of 
a dynamic theory. 

The reasons for this attitude are to be found first in 
the nature itself of economic phenomena, which are 
always changing, perpetually in a state of flux. As a 
result, the static conception, however perfect in itself, 
is unable to give a complete explanation of economic 
realities and to satisfy our craving for their scientific 
analysis and understanding. In addition, with the gen- 
eral rise in the level of culture and technique, the pace 
of economic development tends to increase, and the 
changes acquire a growing importance. These changes 
were especially marked in the course of the last decade, 
575 
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and the whole progress of economic life acquired an un- 
precedented impetus. The practical need for some 
means by which to acquire an insight into the trend of 
economic events became accordingly a matter of urgent 
importance. Hence the necessity of establishing the 
exact nature of economic dynamics as distinguished 
from statics, as well as of the construction of an ade- 
quate theory of the former, is now beyond dispute. But 
how is the theoretical line of demarcation between the 
two to be traced? 


II 


In the first instance, the question has to be answered, 
whether the statics and the dynamics of phenomena are 
generally to be considered in opposition to each other, 
or whether opposition is possible only as regards the 
static and the dynamic views of them. 

The world of economic phenomena is constantly 
changing. In reality, therefore, there exist only the 
dynamics of phenomena. This view of the problem, if 
not unanimously accepted, is in any case that of the 
majority of the economists. So much being admitted, 
it is certainly impossible to speak of static phenomena 
in a way that puts statics and dynamics in opposition to 
each other. If it be necessary to consider the problem 
from the point of view of an opposition merely between 
its two aspects, it is not the statics and the dynamics of 
phenomena themselves but the static view as against the 
dynamic view of them that should be treated in con- 
trast to each other, as two different theoretical concep- 
tions. 

What, now, is the essential difference between these 
two conceptions? The static conception considers eco- 
nomic phenomena, essentially and as a matter of principle, 
without taking into account their variations in time. It 
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deals with reality as if its elements were in a state of 
fixed equilibrium. It is true that, in order to come to a 
better understanding of the equilibrium of unchangeable 
elements and of their inter-relations, the static theory 
may choose to operate, for methodological reasons, with 
the variations and fluctuations of these elements. Yet 
whenever it does so, its purpose is not that of investigat- 
ing the dynamic processes and their laws taken in them- 
selves, but only that of showing that all these variations 
and fluctuations of elements, given certain assumed 
conditions, tend unavoidably toward a state of equilib- 
rium; and it is this alone which is then investigated. 
Such was the attitude of Ricardo, for instance, when he 
stated that the rate of “profits” tends to equality, and 
that prices necessarily fluctuate around their natural 
level, and then proceeded to investigate economic con- 
ditions on the assumption of a uniform rate of interest 
and of market prices conforming to their natural level. 
On the other hand, the dynamic conception considers 
economic phenomena in the process of changes in their ele- 
ments and in the inter-relations of the latier in course of 
time, and seeks to discover regularities in the progress of 
these variations. The dynamic view may, and indeed of 
necessity must, make use of the conclusions reached by 
static theory, based tho it is on the assumption of a 
stable and unchanging level of economic elements in a 
state of equilibrium. The conclusions of the static 
theory in inquiry from this point of view, however, play 
a purely methodological and subsidiary part, just as, 
in the case of the static theory, such an auxiliary réle 
is played by the consideration of change and variation. 
Hence it is clear that, while in the view of the static 
theory the fundamental assumption throughout the 
analysis is that of invariability and identity, and ac- 
cordingly the conception is that of static equilibrium 
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and of a fixed standard of elements, the dynamic theory 
is based on the assumption of the variability of the 
essential difference of the elements and, accordingly, on 
the conception of the process of change in these elements 
and in their inter-relations. The dynamic theory may, 
no doubt, also make use of the conception of equilib- 
rium; but in this case it will be not that of static equi- 
librium, but of dynamic, that is, the equilibrium of 
variable elements. 

This definition of statics and dynamics is far from 
being generally accepted. Some authors define the two 
points of view by saying that the static theory con- 
siders phenomena in a condition of rest, while the dy- 
namic theory deals with them ina condition of move- 
ment. In the opinion of the present writer, the con- 
ception of rest and movement cannot be used, strictly 
speaking, in reference to economic statics and dynamics. 

It is true that all movement is change. But it would 
be a mistake to assume that all change is movement. 
The notion of change is wider than that of movement. 
Movement is a change not only in time, but also in 
space. When dealing with economic phenomena, how- 
ever, very often we meet phenomena which are changes 
only in time, but not in space. 

While thus rejecting the definition of statics and dy- 
namics as the conceptions of rest and movement respec- 
tively, one is bound also to follow Clark’s example in 
refusing to distinguish a stationary economic system 
from one in a static condition. From the point of view 
of economics, there is nothing that distinguishes a sta- 
tionary system from one in a static condition. In the case 
of a stationary economic system the volume, the organ- 
ization, and the technique of production, the quantity 
and quality of demand, the amount and distribution of 
capital, and the like, by definition, remain economically 
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unchangeable. As far as the material objects are con- 
cerned, there is obviously change; for instance, the cot- 
ton worked at the mills will never be the same for two 
consecutive days, or even hours. These changes in ma- 
terial things, however, do not concern the economist. 
That is why, in the view of the present writer, the theory 
of a stationary economic system, considered from the 
point of view of economics, is the same as that of an 
economic organization in a static condition. 


III 


Having thus determined the static and the dynamic 
points of view, we may proceed to characterize the 
various forms of dynamic processes. 

First, it is essential to distinguish the processes of 
qualitative changes from those of quantitative varia- 
tions. In all cases in which either the elements of 
economic life themselves, or their inter-relations, are 
subject to changes which cannot be completely ex- 
pressed in terms of numbers or volume or any quanti- 
tative measure, one meets with what is referred to here 
as qualitative changes. 

A further distinction, in addition to the above, which 
the writer thinks expedient from the scientific point of 
view, rests on a different ground, dividing dynamic 
processes into the evolutionary (or non-reversible) proc- 
esses, on the one hand, and the wave-like or fluctuating 
on the other. 

The term ‘‘evolutionary,’”’ or non-reversible, process 
applies to those changes which, in the absence of ex- 
traneous (non-economic) disturbing causes, develop in 
a certain definite direction and therefore are not subject 


1. Of the existence of reversible processes, however, as will be shown 
later, one may speak only in a relative sense. 
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to repetition or reversion. As an example, one may point 
to the permanent tendency of population to grow, of the 
total volume of production to increase, and the like. 

It is clear that this conception of non-reversible proc- 
esses is similar to that of a secular trend. Yet I am of 
opinion that the current conception of secular trend is 
only technical and statistical; itis not economic. A cer- 
tain secular trend, represented, for example, by a 
straight line, will fit a certain period of production. But 
if we consider the same period only as a part of a 
greater one, another secular trend may appear, repre- 
sented, say, in the form of a parabola. This indicates 
that the conception of secular trend does not always 
give to economists an exact idea of the character of 
the economic dynamic process. And for that reason it 
is not used in the present article. 

By “‘ wave-like” or “‘fluctuating”’ processes are meant 
processes of variation which are changing their direction 
in the course of time and are subject to repetition and 
reversion. Such are changes in prices, in the rate of 
interest, in the percentage of unemployed. These ele- 
ments are subject to change in various directions. Con- 
sidered as continuous, the processes of change may be 
represented by curves whose directions and slopes vary, 
exhibiting a series of recurring maxima and minima. 
None of the points of these curves is identical with any 
other, since it represents a different moment of time and 
a different combination of economic factors in produc- 
tion, distribution, etc. Hence the statement that the 
process is subject to reversion and repetition is not to 
be applied in an absolute sense, but is to be used only to 
distinguish this class of change from the other, which 
admits of no repetition or reversion. 

The conceptions of reversible and non-reversible proc- 
esses, as well as those of statics and dynamics, belong, 
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strictly speaking, to the domain of natural science in the 
narrower sense of the word, such as physics, chemistry, 
and biology; and their importance in those sciences is 
very great. But if the necessary caution is exercised 
in making use of the conceptions in economics, there 
would appear to be no obstacles to their application in 
this field as well; and the use of the conceptions of re- 
versible and non-reversible processes in economics may 
be looked upon as an application of a general idea to a 
specific class of cases. 

Attentive empirical, and especially statistical, analy- 
sis shows, further, that there exist both regular and 
irregular reversible processes. Regular processes, in 
turn, may be either seasonal or cyclical. As to cycles, 
the processes may again be different. Economists have 
long observed the existence of cycles (prosperity — 
crisis — depression) having periods of seven to eleven 
years. I would call them middle cycles. The work of J. 
Kitchin ? points to the existence of 3- to 4-year cycles. 
These may be called minor cycles. The present writer, 
in his empirical studies of economic dynamics, came 
upon the fact of the existence of cycles with a period of 
40 to 50 years, which, tho little known, would appear 
to be very important. From the beginning of the Indus- 
trial Revolution to the present time two and one half 
periods of these cycles have passed. They may be 
called major cycles. The attention of economists has 
been mainly focussed on the study of the cycles of 7 to 
11 years, and on seasonal fluctuations. Considering 
what has just been said, however, there would appear 
to be no justification, as a matter of principle, for re- 
stricting the investigations to these two groups of 
fluctuations. It is essential to investigate thoroly the 
minor cycles as well as the long ones. 


2. See Review of Economic Statistics of Harvard Economic Service. 
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IV 


Having passed under review the principal forms of 
dynamic processes, we may pass to the realities of capi- 
talistic society. To which of the characteristic processes 
of variation are the several elements of such a society 
generally subject? 

Practically all economic elements are subject to both 
qualitative and quantitative variations. In the case 
of certain elements, such as economic organization, the 
technique of production, demand, qualitative changes 
are not less important than quantitative variations. 
In the case of others, however, such as prices, rates of 
interest, rent, quantitative variations are of fundamen- 
tal importance. 

Proceeding further to analyze reversible and non- 
reversible processes in relation to the several economic 
elements, or to economic life as a whole, the following 
considerations should be borne in mind. Regarded as a 
whole, economic reality represents a non-reversible 
process, in which progress is accomplished by stages. 
But the individual economic elements, while they are 
thus subject, as parts of the whole, to a non-reversible 
process of variation, in some cases develop, when con- 
sidered separately, through a reversible process. A 
considerable group of economic elements, such as, on 
the one hand, prices, rates of interest, and wages, and, 
on the other hand, percentages of unemployment and 
business failures, exhibit processes of reversible, wave- 
like variations. At the same time, still other elements, 
such as population, the volume of production and trade, 
and the amount of capital, develop by a complex process 
of variation, in which there are at least two principal cur- 
rents of change. The first of these currents is their gen- 
eral trend of development; the second is the velocity 
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or rate of development. A close examination of the 
abundant materials available on the subject, by the 
application of mathematical analysis, has indicated 
that the general tendency of development for these 
elements represents, at least for the period covered by 
the inquiry, a non-reversible process, in which interrup- 
tions may be the result only of the influence of disturb- 
ing causes and catastrophes, either elemental or social. 
The rate of development is represented by a curve ex- 
hibiting wave-like fluctuations; it seems therefore to be 
subject to a reversible process of variation. 

This difference in the nature of the variations in the 
different economic elements is extremely important, 
since only by taking it into account is one enabled com- 
pletely to understand the characteristics of economic 
dynamics. Tho economic evolution as a whole must 
doubtless be considered as a single and indivisible proc- 
ess, the acceptance of the classification of economic 
processes and elements here suggested is absolutely 
necessary for the purpose of scientific analysis of eco- 
nomic realities. The investigator may indeed find it 
expedient to concentrate his attention on one of the two 
forms of processes; yet, when dealing with (say) re- 
versible processes, he must always bear in mind the 
existence and the influence of non-reversible processes; 
and vice versa. 


N. D. KonpDRATIEFF. 


ConsuncTurE INsTITUTE, 
Moscow, Russia. 














CONSUMERS’ DEMAND 


SUMMARY 


I. Standards of consumption; recurring and non-recurring wants, 
581. — II. Want intensities as fractional and time-dependent. The 
quantitative measurement of wants in the market, 588.— III. The 
determination of market demand schedules. The significance of the 
demand price index, 592.—IV. Summary of results. The scope of 
marginal-utility analysis; the maximization of satisfactions, 603. 


In the English and American literature of today, 
there are to be found at least two quite different methods 
of dealing with the problem of consumers’ demand 
price, and with the formation of consumers’ demand in 
general. One is the traditional marginal-utility analysis, 
so long the most trusted tool of the leading English and 
Austrian economists. The other is the approach 
through conventional standards of living and the theory 
of consumption, which has been worked out in recent 
years by such writers as Hobson, Veblen, and Cooley. 
A third and more laborious method, based on the statis- 
tical study of actual budgets and actual market phe- 
nomena, contains evident promise, but has still to pass 
beyond the stage of tentative experimentation. 

It is the purpose of the present essay to bring together, 
in summary and speculative fashion, some of the results 
to which these various types of analysis have led, and to 
discover what further conclusions can be drawn from 
them. I shall undertake an examination of, first, stand- 
ards of consumption and their influence on individual 
wants; second, the measurement of such wants as 
they appear in the market; and third, the actual rela- 
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tion of wants to the formation of market demand prices. 
In the absence of adequate statistical data, the investi- 
gation of these problems must remain essentially de- 
ductive. 


I 


The question of standards of consumption has been 
discussed at sufficient length in the recent literature 
to make any extended recapitulation unnecessary. It 
seems to be generally agreed that wants for particular 
consumers’ goods originate in one or more of some four 
principal sources. The first is the desire for the mini- 
mum of goods physically necessary to maintain exist- 
ence. The second is the desire to maintain group or 
class standards of life, which leads to the appearance of 
“conventional” necessities that are in excess, both as 
to amount and as to kind, of the minimum physical 
necessities themselves. The third is the desire for com- 
petitive ostentation, stressed so emphatically by Dr. 
Veblen.2 And the fourth is that group of desires which 
arises from altruistic or esthetic motives. Of these the 


1. See, for example, J. H. Hobson, Work and Wealth (1914), ch. 10; 
Thorstein Veblen, The Theory of the Leisure Class (1912), passim; 
G. P. Watkins, Welfare as an Economic Quantity (1915), chs. 8 and 18; 
C. H. Cooley, Human Nature and the Social Order (1914), ch. 8, and his 
Social Process (1918), chs. 26 and 28. Also see F. H. Knight, Risk, Un- 
certainty and Profit (1921), especially chs. 4 and 5, on the general rela- 
tion of social standards to economic activity. Discussion of these and 
other sufficiently familiar works, in any detail, is beyond the range of the 
present study. Their problems are in large part different from those 
which it undertakes to examine. 

2. The self-destroying character of the satisfaction of desires based on 
competitive ostentation has frequently been pointed out. The larger the 
number of people who enjoy such satisfactions, with respect to a given 
article or service, the smaller does the individual satisfaction usually be- 
come, and the smaller the individual want. 

It may also be remarked that the conventional necessity of one class 
tends to be the competitive ostentation of a class somewhat lower in the 
pecuniary or social scale. Compare Cooley’s observations on the domi- 
nance of upper-class ideals, in his Social Process, ch. 26, fin. 
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last is not important for our purposes, and can in large 
part be ignored. Altruistic and esthetic motives usually 
do not find expression in outlays which are a significant 
fraction of the individual’s total expenditure, except in 
the highest income ranges, and even then these outlays 
are often not made directly for tangible goods. 

Any such classification of wants, it must at once be 
admitted, is to some extent problematical. A reduction 
of wants to actual quantitative terms is impossible, 
because of the lack of adequate data on budgets and 
consumption; and all divisions of society, even into 
such roughly homogeneous groups as are implied when 
we speak of class standards of living, are necessarily in- 
exact. The ‘‘class’”’ may indeed tonsist of only one in- 
dividual, if that individual accepts and maintains a 
particular standard of consumption. This analysis does, 
however, permit us to place individual wants them- 
selves in one or the other of two principal categories: 
first, those which are physically or conventionally neces- 
sary, and which therefore recur more or less regularly; 
and second, those which recur irregularly, if at all. The 
line between the two is evidently not always clear, and, 
as will be shown in a moment, individual custom rather 
than social dictate is sometimes the origin of the effec- 
tive “necessity.” But it is sufficient here to know that 
the great majority of wants can be definitely placed in 
one group or the other, at any one period. The fact 
of regularity or non-regularity of occurrence provides a 
definite criterion, in itself divorced from subjective 
psychological implications, by the use of which we can 
take the first essential step toward an objective compari- 
son of wants at different points of time. Indeed, we shall 
find that when it is used in conjunction with certain 
other indices, to be developed later, this criterion makes 
possible an a priori quantitative determination of at 
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least certain large classes of wants as they actually ap- 
pear in the market.’ The value of such a criterion re- 
quires no demonstration. 

The group of wants which recur regularly includes 
both the physical and the conventional necessities. It 
also usually includes some of the wants attributable to 
competitive ostentation, and perhaps certain items from 
the altruistic and esthetic group. Indeed, in so far as the 
wants in these last two groups really do recur regularly, 
it is probably more reasonable to regard the correspond- 
ing want-satisfactions as conventional necessities also, 
since their periodic recurrence itself establishes them as 
components in the individual’s standard of consumption. 
This recurring group of wants possesses at least two very 
significant characteristics. 

One is that the wants are in large part “‘predeter- 
mined.” They are based, that is, on an accepted prior 
standard of consumption.‘ Now it is, of course, true 
that the individual makes the group, and that the group 
makes the standard. But any one individual usually 
finds the standard already made for him. The physical 
necessities and conventional decencies of his life, many 
of his “competitive ostentations,” even some of his 
esthetic tastes and his charities, are in great degree pre- 
viously determined, both as to kind and as to quantity, 


3. It is the defect of such analyses of standards of consumption as 
those made by Hobson and Cooley, and still more so of Veblen’s, that 
they can hardly be pushed through to a form of statement permitting a 
quantitative approach to the problem. 

4. Compare Cooley’s dictum that wants are “the expression of an 
institutional development” (Social Process, p. 297). This proposition, 
however, in any sense exact enough to be useful for the purposes of the 
present essay, is too sweeping. 

The inclusion of want-satisfactions originating in altruistic or esthetic 
motives under the head of an accepted prior standard of consumption 
will perhaps be debated. I submit, however, that in so far as the cor- 
responding outlays are regularly recurring, at least the relative size of the 
outlay is largely predetermined, if not always its direction. 
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by the traditions and dictates of his social environment. 
Why this should be so is perhaps a problem for the social 
psychologists, but the fact remains that in the field of 
recurring wants the individual’s actual exercise of free- 
dom of choice is extraordinarily limited. At most he 
selects between rather similar alternatives. And once 
the selection is made, he tends to abide by it until such 
time as his own pecuniary status, or perhaps the general 
standard of consumption which he accepts, is itself 
altered. Indeed, a change in the volume or direction of 
hitherto customary outlays is often interpreted, in dero- 
gation, as an abandonment of the accepted standard. 
The independence of further individual selection is 
largely blanketed in the inertia of individual custom and 
of group convention. 

The other important characteristic of wants of this 
sort, and one which is inherent in the idea of an effective 
“standard” of consumption, is that, in any given time- 
period, only a certain quite definite physical quantity of 
the article involved is necessary for their satisfaction. 
Within narrow limits, neither more nor less than this 
specific quantity is desired; a quantity for the purchase 
of which a specific share of the individual’s periodic in- 
come is customarily assigned (tho perhaps only half 
consciously). In consequence, a substantial fall in sup- 
ply prices in a given period will nevertheless not in- 
crease individual consumption in marked degree. For 
the fall will lead to the appearance of an unassigned 
“surplus” of income, relative to that period, and the 
surplus will quite certainly not be spent on further pur- 
chases of the article concerned. Rather, it will be de- 
voted to the non-recurring “‘optional’’ group of outlays 
to be considered in a moment. This follows because, as 
just remarked, only a certain definite physical amount 
of the article is necessary to satisfy any one selected 
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standard of consumption. If on the contrary supply 
price rises, to such a point that the usually assigned 
share of the individual’s total income for the period 
would purchase materially less than the conventionally 
required amount of the article, future purchase is apt to 
cease entirely (or else be transferred to a different grade 
of the same article, which really means to a different 
commodity). 

In other words, the demand for articles that satisfy 
recurring wants is highly inelastic, even absolutely in- 
elastic, and is apt to be virtually discontinuous (with 
respect to any one individual) above a certain level of 
prices. This conclusion is conspicuously true, on the 
whole, of foods, clothing, shelter, and so forth tho, it be- 
comes less exact as the field for possible competitive 
ostentation widens. But such ostentation does not play 
an important part, in pecuniary terms, outside of the 
higher income ranges. 

The second principal group of wants — those which 
do not recur regularly, and to which no physical or con- 
ventional necessity is attached — includes a consider- 
able part of the wants that originate in the desire for 
competitive ostentation, and most of those based on 
altruistic or esthetic or other similar motives. Here, 
neither the kind nor the volume of the want is predeter- 
mined. The individual is entirely free to make inde- 
pendent choices that will differ unpredictably in dif- 
ferent periods. At any one time, unlike the situation 
with respect to the recurring group, the relation be- 
tween market prices and the amount desired is therefore 
presumably continuous, and the demand schedule is 
usually elastic. But altho specific wants of this sort are 
not predetermined, the relative outlay on the class as 
a whole usually is, in regard to any one individual. 
Such outlays ordinarily constitute only the residual ele- 
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ment in the total of individual expenditures. They 
therefore vary only in so far as money income varies, or 
in so far as changes in the supply prices of the “‘ prede- 
termined” group give rise to a deficit or a surplus, unless 
these changes are themselves large enough to alter the 
standard of consumption.*® 

Finally, it should be observed that the group of non- 
recurring and optional wants is usually the motive for a 
very much smaller fraction of the individual’s total out- 
lay than the first group, since the great majority of 
people make the bulk of their annual expenditures to 
-satisfy recurring wants that are in large part predeter- 
mined.’ On the other hand, however, the size of the 
optional fraction usually rises as we go up the pecuniary 
and social scale, and in the highest income ranges may 
well exceed the predetermined part. Similarly, when the 
pecuniary ability of a given individual increases ma- 
terially, the optional element is apt to become a larger 
fraction than before of that individual’s total expendi- 
ture. But as long as his pecuniary ability and general 
social status do not alter substantially, as long as his 


5. This applies also to variations in disposable income, produced by 
variations in the rate of taxation. 

6. This proposition seems to me almost too self-evident to require 
proof. Even in the highest income ranges, where the optional group is 
presumably largest, much of the corresponding income is spent on saving 
(see Section III below), and the direct influence on consumption is cor- 
respondingly decreased. Knight’s conclusion, that the great majority 
of wants belong in the optional class (that is, are products of the impulse 
of the moment), is altogether too broad, when applied to society as a 
whole. (See his Risk, Uncertainty and Profit, p. 53.) 

It may be added that the scanty available data on consumers’ expen- 
ditures bear out the other principal conclusions of the foregoing analysis, 
as well as the one just discussed, altho these data bear chiefly on the 
lower and middle income groups alone. They show clearly the shift in 
the standard of consumption as the level of money income rises, and 
suggest a high degree of constancy over time in the percentage of outlay 
on given classes of articles, in any one income group. See, for example, in 
R. T. Ely, Outlines of Economics (4th edition, 1923), the chapter on con- 
sumption, and the accompanying tables; and the various reports on 
the cost of living made from time to time by the National Industrial 
Conference Board (New York). 
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‘‘real”’ income and the conventional requirements of his 
position do not change, the relative distribution between 
the two groups of wants (and outlays) will remain fairly 
constant. It will conform in general to the customary 
practice, the standard of consumption, of the class in 
society to which he regards himself as belonging. 

A word may also be added as to changes in given 
standards of consumption themselves, hitherto treated 
as constant elements, and in the numbers and character 
of the people who accept them. First, changes in canons 
of taste, and changes in the character of consumers’ 
goods that come from the side of production, will ob- 
viously alter the content of the standard to which any 
one person or class subscribes, quite apart from changes 
in the financial circumstances of these individuals. 
Second, even if the content of the standard remains un- 
altered, the composition of the group of people who 
adhere to it may vary widely, in consequence of varia- 
tions in pecuniary ability. If an individual’s money in- 
come rises permanently and on an important scale, say 
by half, while the general level of prices has remained 
steady, it requires no demonstration that that individ- 
ual’s pecuniary ability has increased. Except with 
respect to persons of unusual and even miserly frugality, 
such an increase will then almost certainly lead to the 
abandonment of much of the standard of consumption 
previously accepted, and to the adoption of a higher one. 
If, on the other hand, the general level of prices rises, 
without a corresponding change in the individual’s 
money income, pecuniary ability and the standard of 
consumption will fall. It is of course true that, for so- 
ciety as a whole, money incomes in the aggregate rise 
with prices; but marked changes in the distribution of 
wealth and income will nevertheless appear. The en- 
tirely new alignment of classes and standards provoked 
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by the upheaval of prices since 1914 affords more than 
sufficient evidence.’ Any very large change of this sort, 
in the composition and numbers of the individuals who 
had previously accepted a given standard, will evidently 
react upon the character of the standard itself. The 
shift of market demands to different objects of expendi- 
ture will alter market prices, while the adoption of new 
criteria of consumption by one part of the population 
will change the social desirability of given forms of out- 
lay for the remainder. 


II 


It is thus possible to make a general division of wants 
into two classes, according to the regularity or non- 
regularity of their occurrence, and on that basis to go at 
least a certain distance toward understanding the phe- 
nomena of the actual market. But before we can pass 
from these essentially qualitative aspects of the problem 
to an analysis of the expression of such wants in the 
form of market demand prices, another step must be 
taken. It is first necessary to set up some sort of meas- 
ure of the relative importance of wants themselves. 
We must be able, conceptually at least, to compare the 


7. The definition of ‘pecuniary ability’’ implied here is admittedly 
loose, but it is difficult to draw up one which is entirely satisfactory. The 
sorts of change referred to in the text suggest that pecuniary ability is 
regarded as equivalent simply to “real” income. But the term should 
be given a wider meaning. If two individuals have equal money incomes, 
but if one income is derived from salary and the other from investments, 
the resulting pecuniary abilities are evidently quite different, and cannot 
be compared quantitatively with any accuracy. This latter problem, 
however, arises chiefly with respect to the high ranges of wealth and 
money incomes alone. It therefore does not greatly affect the analysis of 
the vast numerical majority of individual outlays. In the middle and 
lower income ranges pecuniary ability, at a given level of prices, is as 
@ rule indicated with sufficient exactness by money incomes (exception 
being made for the comparatively unimportant number of incomes 
which, tho small, are chiefly or wholly derived from investments). 
Here, changes in pecuniary ability, in periodic money incomes, and in 
total periodic expenditure can be treated as substantially equivalent. 
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want of an individual for one article with his want for 
another, and similarly to compare the wants of different 
individuals for the same or for different articles. More- 
over, we must be able to make these comparisons not 
only with respect to a particular instant in time, but 
also as between different periods. Evidently no doctrine 
which fails to do this can present a complete picture of 
actual situations. For such problems the familiar 
utility-theory analysis, for example, does not provide 
an entirely satisfactory solution except at a given mo- 
ment, or so it seems to me. As between different periods 
in time, it encounters various difficulties, more or less 
familiar, that are only in part ones of logical exposition 
alone. They are chiefly those which turn on the results 
of dissimilarities in money incomes, and those produced 
by the fact that the utility schedule of an individual for 
any given article may be entirely changed by the partial 
satisfaction of that or of some other want.® 

But an alternative solution can be derived from cer- 
tain more or less familiar data of ordinary experience. 
First, it is a matter of common observation that wants 
differ in their relative intensity. Such differences can 
actually be measured, as we shall see presently, both at 
different times for the same person and as between dif- 
ferent persons. They can thus be made to provide a 
point of departure for theoretical analysis. It therefore 
seems permissible, at least as an experiment, to confine 
the conception of wants and want-intensities to the 
relative sense alone, abandoning for the time being any 
implication as to absolute sizes. That practice will be 
followed in the balance of the present argument.’ Sec- 


8. That is, the utility schedules in a given system are interdependent, 
and the system itself is in strict logic a true picture only at a given mo- 
ment. 

9. Since “utilities” are simply the reverse side of want-intensities, the 
inference is clear that they too can be more usefully treated as relatives 
alone, not as absolute quantities. 
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ond, it is also a matter of common observation — what 
was demonstrated at length at another point — that 
the majority of wants are recurring. This suggests that 
it may likewise be useful to treat wants, not as in- 
stantaneous phenomena at all, but as based on a selected 
time period. The subsequent analysis would then run 
in terms of the volume or flow of wants in such a period, 
say, for convenience, a year. Such a method of treatment 
has at least one conspicuous advantage. Just before 
a@ given want is satisfied, that want will bulk dis- 
proportionately large in the individual’s universe of 
desires, while just afterwards it will seem dispropor- 
tionately small. But by measuring it in terms of time 
periods these apparent fluctuations can be smoothed 
over. That is, if we take the totality of a given individ- 
ual’s “psychological” want capacity with respect to 
economic goods, in the selected period, — a capacity 
which can be arbitrarily equated to a constant, — the 
want for any one article can then be regarded as a deter- 
minate fraction of the constant psychological total. 

Finally, the effectiveness of individual wants in the 
market, in whatever terms these wants be conceived, is 
evidently conditioned by pecuniary ability — a familiar 
doctrine requiring no elaboration. 

With the addition of this third element, we are now in 
& position to measure wants satisfactorily, and to esti- 
mate with some certainty what the effectiveness of a 
particular want in the market will really be. We can, 


1. The conception of wants as relative and time-dependent is of course 
not new in economic literature. Knight gives a very suggestive presen- 
tation of it in his Risk, Uncertainty and Profit (pp. 59 and 64n.). The 
idea is also found in Wicksteed’s Common Sense of Political Economy 
(ch. 1), as well as in Fetter’s Economic Principles; and is common in the 
mathematical economics. But none of these discussions is pushed 
through to the conception of wants as fractions of a periodic (psycho- 
logical) total, and none of them attempts to get at the effective sizes of 
wants through the distribution of periodic expenditures. 
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in a word, determine the quantitative market impor- 
tance of any one (fractional) psychological want. Thus 
take any one individual, who desires both of two articles. 
The relative measure of his — say — annual want in- 
tensities, for the one article and the other, is given by 
the ratio between his annual outlays on each. And the 
fraction of his total annual “‘want capacity” which 
each want represents is indicated by the fraction of his 
total expenditure that is devoted to each.? Or take two 
individuals, each desiring the same article. If their 
fractional want-intensities are the same, but the pecuni- 
ary ability of one is twice that of the other, the demand 
of the first will be twice as effective in the market: he 
can, and if necessary will, spend twice as much on the 
article. So also if pecuniary abilities are the same, but 
want-intensities are different; and so in the intermedi- 
ate cases. In each case, if we know the periodic outlay 
and the total periodic income, we can ‘‘read back,” and 
thus determine the corresponding fractional want- 
intensities. 

It may be objected that these propositions tacitly 
assume that demand is almost absolutely inelastic. 
With respect to the recurring or predetermined class 
of wants, however, this is precisely the assumption 
which at another point it was sought to establish 
as an actual fact. With respect to the optional or 
non-recurring class, it is at once granted that the assump- 
tion is erroneous, so far as concerns future outlays. 
These are absolutely unpredictable, and cannot be re- 

2. If the fraction of total outlay for which the relative intensity of the 
want calls is not great enough to purchase even one unit of the article, 
a surplus of unassigned purchasing power ensues for the period in ques- 
tion. This will be distributed unpredictably over other fields of expen- 
diture, chiefly the “optional” or non-recurring group discussed else- 
where. So too with respect to predetermined or recurring wants, if the 


fraction of total outlay is not great enough to purchase the number of 
units constituting the minimum in the consumption standard. 
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duced to any single formulation of theory. The demand 
price schedules in this class may be highly elastic or 
highly inelastic, and the number of units actually to be 
purchased is entirely uncertain. But so far as concerns 
the outlays of the past, the comparative measure just 
suggested is perfectly applicable. Given any two of the 
three elements, the fractional want-intensity, the peri- 
odic outlay on the particular article, and the total peri- 
odic expenditures of the individual, we can definitely 
determine the third element, and compare it with other 
similar elements related to other articles and other 
individuals. 
III 


From the conclusions of the two preceding sections, 
with respect to the quantitative measurement of in- 
dividual wants and with respect to their general quali- 
tative character, it is now possible to proceed to the 
final problem. This is the question of the quantitative 
relation of wants to market demand prices. It will be 
more convenient to deal with the establishment of the 
composite or social demand schedule for a particular 
article first, then with individual schedules, and finally 
with the composite demand for the totality of consum- 
ers’ goods. 

The determination of the composite or social demand 
schedule for any one article, in the market, depends on 
which of the two main classes the article falls into: those 
the wants for which are recurring and predetermined, or 
thosethe wants for whicharenon-recurring. At first sight 
it may seem unreasonable to set up one doctrine for one 
class of outlays, and another for another class. But the 
presence of regularity in the outlay, on the one hand, 
and of irregularity on the other, connotes a fundamental 
difference in the character of the wants themselves, on 
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which such outlays are based. This difference, the ex- 
planation of which has already been indicated at suffi- 
cient length, justifies the distinction between the two 
types of demand-schedule determination. 

If the article belongs in the recurring and predeter- 
mined group, it will be remembered, the demand sched- 
ule of any one individual for the article is usually ex- 
tremely inelastic, even absolutely so, and is apt to cease 
entirely when price rises above a certain point. This 
proceeds from the very fact that the article enters into 
an effective ‘“‘standard”’ of consumption. The physical 
quantity wanted, per unit of time, is virtually constant. 
It follows that the composite or social demand schedule 
will be similarly discontinuous, will be composed of a 
number of steps rather than of a smooth series of points, 
and will be highly inelastic at any given point. This 
will be the more conspicuously true, the larger the num- 
ber of individuals who subscribe to a given standard of 
consumption. 

Let us assume for convenience only three principal 
consumption groups, and also assume very inelastic 
demands. The composite demand price schedule for the 
selected period will then resemble that shown in the 
accompanying diagrams. Diagram I supposes the de- 
mand of each group to be absolutely discontinuous 
above a certain point. Diagram II suggests the snake- 
track form that the demand curve will presumably take 
in an actual market if the consumption groups are large, 
and materially different. S', S*, S* are supply price 
curves drawn in the three possible different relations to 
the demand curves; P', P?, P*, the corresponding market 
prices they determine; and A, B, C, the points at which 
the demands of the various groups are withdrawn by any 
further increase in market prices. It will be observed 
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that at certain points supply prices can vary quite 
widely, without increasing the quantity demanded in 
important degree, while at other points a small variation 
will produce a large increase. It is also evident that the 
greater the inelasticity of the composite demand sched- 
ule becomes, in the general zone around prevailing 
supply prices, the greater is the possibility for wide 
and uncorrected fluctuations in market prices. The 
presumable correction arises from the effect of changes 
in price upon quantities demanded, and if these quanti- 
ties do not alter substantially the correction becomes 
impossible. Except within certain fairly wide limits, the 
concept of a self-restoring equilibrium then fails to ap- 
ply; certainly not to any one transaction, and in con- 
siderable degree not to the flow of transactions. Market 
price, that is, tends to be comparatively indeterminate, 
under given general conditions. When, however, the 
change in price has become great enough to affect the 
consumption standards of an important group in so- 
ciety, the correction through changes in quantities at 
once asserts itself, and the equilibrium mechanism 
comes into operation. On the other hand, if prevail- 
supply prices lie in the relatively horizontal part of the 
composite demand schedule, the equilibrium mechanism 
will be effective at once, and market price will become 
fairly determinate. The intermediate cases will show 
some combination of these two extremes. 

But we can go further than this. Let P be the average 
demand price for a given “‘ predetermined”’ article dur- 
ing, say, a year; U,, U,, . . . U,, the relative or frac- 
tional intensities of the annual wants of individuals for 
this article; R,, R,, ... R, the annual money incomes 
of each individual; and gq the number of units of the 
commodity sold during the year. (Governments and 
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private business enterprises are treated like individuals, 
for these purposes.) Then: 
(1) P= U,.R, + U,.R,+...+ Un: Rr, 
q 
_ 2 (Us. Ry) 


q 

We already know, however, that the relative inten- 
sities of wants stay fairly constant over given periods, 
in this recurring predetermined class. Consequently, 
the variations in the annual average demand prices 
must come rather from variations in money incomes.’ 
But these last variations cannot be very great, in rela- 
tive terms, without altering the standard of consump- 
tion itself. Furthermore, we have already seen that such 
minor changes in incomes are applied primarily to the 
non-recurring optional group of outlays alone. It there- 
fore follows that the principal variations in average mar- 
ket prices themselves, in the recurring group, must come 
from variations in supply prices rather than in demand 
prices. 

At least, such is the conclusion to which the formula 
just presented first leads. This conclusion must be modi- 
fied, however, for differences in the general range of 
money incomes, as between classes, and for the condi- 
tions that such differences imply. The conclusion is 
least true with respect to the outlays of those individ- 
uals who are in the class with the lowest income ranges. 
Here, almost every want is ‘‘necessary”’ and “‘ predeter- 
mined,” and the optional group is of negligible impor- 
tance. Every substantial variation in money incomes 
will therefore alter the actual standards of consumption 
to which the class itself adheres; and hence, in so far as 


3. Compare Marshall, Principles of Economics, 6th edition, bk. iii, 
ch. 2, sec. 4. 
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this class determines them, will alter the level of market 
prices. In the highest ranges, on the other hand, neither 
predetermined nor optional outlays are much affected 
by fluctuations in incomes, at least so far as direct pur- 
chases of commodities and services go. There is nearly 
always a large unassigned surplus which is devoted to 
outlays on other than consumers’ goods: that is, to in- 
vestment, in the widest sense. It is rather in the middle 
ranges of income that the conclusion of the preceding 
paragraph is most completely borne out. So long as the 
fluctuations in money incomes in this class are not great 
enough to alter the individual’s pecuniary ability sub- 
stantially, and hence to change his standards of con- 
sumption, they will not greatly affect the predetermined 
class of outlays. The changes in incomes that are pro- 
duced by the business and agricultural cycles, for ex- 
ample, can probably be placed properly with these com- 
paratively minor fluctuations. For altho they may be 
important in absolute terms, such changes are roughly 
self-returning, and moreover are in part offset by cor- 
responding changes in supply prices. Despite con- 
spicuous individual exceptions, no one cycle produces 
radical alterations in the distribution of wealth and 
income in society as a whole. Fluctuations in income 
due to this group of causes will therefore produce their 
chief effects on the demand prices of the optional class of 
goods, not on the predetermined class. Changes in the 
market prices of the latter class will be due chiefly to 
changes in supply prices, as we have already suggested, 
not to changes from the side of demand. Moreover, 
such changes in supply prices will not materially alter 
the physical volume of consumption in the predeter- 
mined class. They will simply increase or decrease the 
flow of expenditures on the residual class of optional 
outlays. 
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One other conclusion can also be derived from the 
formula. Given the typical fractional want-intensity for 
each principal group of consumers with respect to the 
particular article, given the typical money income, and 
given the number of income receivers in each group, it 
then becomes possible to construct empirically the com- 
posite or social demand schedule for the article. This 
can be done not only for past outlays, but also, in the 
absence of important changes in pecuniary ability or in 
standards of consumption, for the outlays of the future. 
That is, a quite accurate a priori determination can be 
made in quantitative terms; a task entirely beyond 
either the capacity or the intention of the marginal 
utility theory. But a word of caution is necessary. 
The conclusions presented here and above do not apply 
to the determination of any one transaction: they 
apply only to the flow of transactions over time. 
With respect to the problem of the single given exchange, 
taken as an isolated phenomenon, the type of approach 
presented in this study can offer no solution. It can ex- 
plain both volume of purchases and average price over a 
period of time, but not at the given moment. At any 
one such moment, no necessary a priori limitation exists 
on either volume or price. But this type of problem is, 
ordinarily, far less important than that of transactions 
in the aggregate. 

What has hitherto been said applies in the first in- 

4. The “group,” it will be remembered, may consist of only one person. 

5. Determination of the schedules of the past is largely a matter of 
collecting data on prices and expenditures and total incomes. From 
these, as indicated in an earlier section, the coefficient of relative peri- 
odic want-intensities can be derived; and this coefficient can then be 
applied to the determination of the schedules of the future, so long as 
“pecuniary ability” does not change materially. This, as also indicated 
above, in substance presupposes a reasonably constant relation between 
prices and money incomes; that is, the mere fact of their movement 
does not invalidate the determination, but the composite derived from 


them, real income, must not change very greatly. If it does, the standard 
of consumption itself alters. 
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stance, however, only to the recurring and predeter- 
mined group of outlays and expenditures. If, on the 
contrary, the article in question falls in the non-recurring 
“optional” group, the situation is quite different. 
This group constitutes the residual element in the ag- 
gregate of individual expenditures. In consequence, the 
demand for the articles that compose it recurs irreg- 
ularly, if at all, and there is no necessary constancy in 
the physical volume of periodic consumption. Demand 
will usually be continuous and more or less elastic, and 
market prices, under given general conditions, corre- 
spondingly determinate. Here, the freedom of individ- 
ual choice is entirely uncontrolled with respect to both 
the kind and the amount of the purchases. The situa- 
tion is the one which the accepted utility theory tacitly 
assumes to be largely characteristic of all consumers’ 
negotiations and purchases. The uncontrolled balancing 
of concurrent alternatives, which that theory neces- 
sarily stresses so heavily, will undoubtedly appear. But 
the satisfaction of each given want will alter the ‘‘ utility 
schedules” (in the traditional sense of the term) of all 
the other wants in this optional class. And a shift in the 
marginal utility of any one article, such as might be in- 
duced by a change in the conditions of supply or in 
unassigned money income, will alter the margins of all 
the other articles in the group, by changing the annual 
volume of funds available for their purchase. It will 
therefore not be possible to determine the relative or 
fractional utilities of the articles (in the sense of the 
term used in this essay) until after the corresponding 
purchases have been made; the index then being simply 
the proportion of the total annual expenditure devoted 
to them. The composite ‘‘demand schedule” itself can- 
not be determined at all, even in the past, unless a num- 
ber of purchases have been made at different prices. 
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Furthermore, no a priori determination of either in- 
dividual or composite demand schedules can be at- 
tempted, nor can a consistent single explanation be 
made of two or more nearly simultaneous exchanges by 
a particular individual. To put it in a word, the ele- 
ments in the case of non-recurring optional wants are so 
integrally interdependent that no one compact state- 
ment can explain them intelligibly, except with refer- 
ence to past transactions. 

A certain stability in the general situation here is 
provided, it is true, by the fact that the total outlays 
made to satisfy the optional class of wants are substan- 
tially ‘‘predetermined”’ for each individual, so long as 
pecuniary abilities do not change, because they repre- 
sent the residual element in the total periodic expendi- 
ture. The point has been developed above. But it is 
evident that this comparative stability is quite inade- 
quate to provide the basis for an a priori determination, 
in quantitative terms, of the demand schedule for any 
one article. 

The second aspect of the relation of wants to market 
demand prices which it is proposed to examine is that 
of the formation of the demand schedules of any one 
individual. In view of the analysis of composite de- 
mands in the immediately preceding pages, however, 
it is not necessary to discuss the establishment of these 
schedules at any length. Their principal features have 
already been brought out. With respect to recurring 
predetermined wants, the type of approach outlined 
makes it possible to explain the determination of 
the corresponding schedules not only in the past, but 
also, with the appropriate qualifications, in the future. 
The individual demand curve for a selected period, like 
the social demand curves in the diagram above, will be 
nearly vertical, and discontinuous above a certain point. 
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But the limitation to be placed on this approach, which 
was indicated with respect to composite demands, is 
equally necessary in the treatment of individual de- 
mands. It can explain the flow of transactions, regarded 
as spread over time, but it cannot explain any one ex- 
change taken in isolation. Altho the total outlay on the 
article in a given period is limited, the extent to which 
prices may rise in a given case is not. On the other hand, 
however, this type of problem is ordinarily not espe- 
cially significant, except as an academic exercise. With 
respect to non-recurring optional wants the individual 
schedule, like the composite schedule, is unpredictable 
in advance, and can be determined with respect to the 
past only if a number of purchases have been made 
at different prices. Finally, no single theoretical for- 
mulation can explain two or more nearly simultaneous 
transactions, or the effect on one want produced by the 
satisfaction of another. 

The remaining important aspect of the relation of 
wants to market demand prices is the establishment 
of the composite or social demand for the aggregate 
of consumers’ goods, both ‘‘predetermined” and “‘op- 
tional.”’ It is evident, however, that for the totality of an 
individual’s expenditures the combined want intensities 
(or, conversely, utilities) can be treated as equal to 1, 
since the wants for particular articles are by definition 
simply fractions of a constant (psychological) total; 
and the same conclusion applies to the totality of the 
society’s expenditures on consumers’ goods. Want- 
intensities, that is, simply cancel out. Therefore, if we 
bring all the consumers’ articles purchased by the given 
society under the terms P,, and Q,, it follows from for- 
mula (1) that 
> (Ro) 3. eK R 
Q. Q, 


(2) P, = 
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(R, it will be remembered, represents individual money 
incomes). 

That is, the average demand price index for consump- 
tion goods is equal to the total of money incomes re- 
ceived in the given period, divided by the number of 
articles exchanged in that period.® 

Non-commodity purchases, however, present some 
difficulty. Personal services can be measured, with re- 
spect to g, by the hour or day. But savings, other in- 
vestments, and bank deposits are not so easily handled, 
and presumably they should be subtracted from the ag- 
gregate. In any one case a gilt-edged 5-per-cent bond, 
for example, quoted at 103 when the prevailing interest 
rate is 5 per cent, should be represehted with R = 103, 
q = 100 (since more is being paid than, apparently, the 
“commodity” is ‘‘worth” in terms of earning power). 
But for the aggregate of bonds, the average yield is the 
prevailing rate. Here, R = 100, Q = 100. To include 
these items would simply be to decrease the effect of 
fluctuations in the others. And so for stocks, savings 
bank deposits, and other similar items, when the expend- 
iture is “‘personal,’’ that is, not made directly from the 
surplus funds of a business enterprise. They are in the 
aggregate substantially equal to the annual volume of 
new individual saving. Letting this item be repre- 
sented by S, formula (2) can then be revised to read 
(remembering that it refers only to consumers’ goods) as 


follows: um 
@) P,-==* 


This demand price index of consumers’ goods, P,, 
provides the maximum above which the average market 


6. It may be observed that this formula and the one following suggest 
a useful way of approaching the problem of price movements in general. 
It is substantially the type of approach already made familiar by Haw- 
trey. 
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price index cannot rise, since sales would then be im- 
possible. The latter index, however, may fall below the 
indicated level without immediate limitation. In that 
event a “surplus” of unassigned income will result, 
which can be applied either to saving, or to further 
purchases of consumers’ goods. If the discrepancy 
continues, either a permanent readjustment of the dis- 
tribution of expenditures as between savings and con- 
sumers’ goods will ensue; or an increase in production; 
or a decrease in the aggregate of money incomes. This 
last alternative, requiring time for its appearance, will 
be produced by the slowing down of general production, 
consequent on the decreased return from consumption 
goods; a problem the solution of which is beyond our 
purpose here.’ 


IV 


It is not proposed to carry the argument beyond this 
point. The principal positive conclusions to which it 
leads may be summarized as follows. 

t It was first suggested that the most useful way of ap- 
proaching the problem of economic wants, and there- 
fore the problem of consumers’ demand prices, lies in a 
consideration of the regularity or non-regularity of the 
recurrence of the wants themselves. Specific wants 
that recur regularly prove, very largely at least, to be 


7. A large fraction, perhaps the numerical majority, of incomes is 
derived from production which is not directly related to consumption 
at all; that is, from the production of producers’ goods themselves. And 
of this production an important part is paid for, not by the proceeds 
from the sale of consumers’ goods, but by the proceeds secured from sav- 
ings — individual and sometimes corporate. It is, then, true of only a 
part of the aggregate of money incomes that they are in a direct relation 
of dependence on the prices of consumers’ goods or on their production. 
Any comprehensive consideration of the sources of fluctuations in in- 
comes, even with reference to the problem of immediate consumption 
alone, must therefore lead into the problems of the business and agri- 
cultural cycles; a conclusion, needless to say, already well established. 
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based on the general desire to maintain a given standard 
of consumption, the elements in which are either physi- 
cally or conventionally necessary, or both. These 
standards, with respect to any one individual, are 
primarily “predetermined.” That is, the great ma- 
jority of people do not as a rule make much effort to 
erect really independent standards of their own, but 
accept those that the group dictate in one form or an- 
other, past or present, assigns to them. Now the main- 
tenance of a ‘‘standard”’ of consumption involves as its 
very essence the purchase of substantially fixed quan- 
tities of the indicated articles, in each equal time period. 
It follows, then, that the demand for these articles is 
highly inelastic; and is usually discontinuous with re- 
spect to each given individual and each consumption 
group, above a certain level of prices. A definite mini- 
mum quantity will be sought assiduously, but materially 
more than that quantity will not be bought whatever 
the price, since more is not necessary to maintain the 
standard. Specific wants that do not recur regularly, 
on the other hand, do not lead to a fixed volume of pur- 
chases. They are not ‘‘predetermined,” either as to 
kind or as to amount. The individual is given complete 
freedom of choice, except in so far as the total outlay 
based on this group of wants is limited. The demand for 
the corresponding articles, therefore, is usually fairly 
elastic and continuous. This class of outlays, constitut- 
ing the optional and residual fraction of the individ- 
ual’s aggregate expenditure, becomes a larger part of the 
total as pecuniary ability rises. 

These considerations then enabled us to set up a 
measure of economic wants that was expressed in frac- 
tional or relative terms, and that dealt with the periodic 
volume of wants, rather than with their size at a given 
moment. Wants were taken as meaning not the abso- 
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lute (psychological) amount of the want for an article at 
a given moment, but the fraction of the individual’s 
total want-capacity which is devoted to it in the selected 
period. The index of this fraction is simply the money 
outlay that the article evokes, relative to the individ- 
ual’s total outlay in the period. That is, in substance, 
(relative) want-intensities can be determined quan- 
titatively by “reading backward,” from the fractional 
volume of outlays to the fractional importance of wants. 
With the assistance of this measure, we were then en- 
abled to proceed from wants conceived in psychological 
terms to the quantitative expression of such wants in 
the market. With respect to recurring wants for any 
one article, we found it logically possible to establish 
the nature and form of individual and composite de- 
mand price schedules not only for the past, but also, 
granted stability in pecuniary ability, for the future. 
All that is requisite to secure the latter result is the 
utilization of quantitative data which, potentially at 
least, are entirely accessible. Given the typical class 
outlay and the numbers in each group, the solution is 
self-evident, for the psychological element (fractional 
utility or waat-intensity) is substantially constant, and 
can therefore be disregarded. With respect to non- 
recurring wants, however, the problem of an a priori 
determination of market demands is insoluble: the 
elements are interdependent, and unpredictably vari- 
able. Finally, the transition to the problem of the 
totality of consumers’ demands for the aggregate of 
articles causes the psychological factor, fractional util- 
ity, to drop out entirely. The determining elements on 
the demand side then become simply money incomes, 
and the volume of production of consumers’ goods. 

It is not intended to set up these conclusions in op- 
position to the doctrines of the traditional marginal 
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utility theory. Rather, the aim has been to replace the 
very problems to which the utility theory addresses 
itself by others which seem of greater significance. The 
determination of the conditions that govern a partic- 
ular individual’s negotiations for the purchase of a 
single article, at a single moment, is after all not very 


' important. The vital problem turns rather on the con- 


ditions that govern the movement of purchases as a 
whole, with respect to large numbers of individuals and 
articles and with respect to periods of time. A theory 
which accounts for the individual transaction, but 
which cannot consistently explain the general flow of 
transactions as well, cannot be regarded as adequate. 
It is true, however, that we cannot pass beyond the 
analysis of the single transaction alone, in dealing with 
what have here been described as the non-recurring and 
optional group of expenditures. With respect to this 
last group, and in any one selected case, the premises 
and conclusions of the utility theory provide the only 
usable tool, despite the qualifications to which it must 
be subjected. 

Whether the dominance of predetermined standards 
of consumption is a good thing for society or a bad 
thing, is beyond our province to say. Evidently, how- 
ever, their existence has a very significant bearing on a 
problem that has hitherto been peculiarly the province 
of the utility theory itself: the problem of the maxi- 
mization of satisfactions. If we can assume these stand- 
ards to remain fixed for a considerable period (an 
assumption involving at least extra-cyclical stability 
in pecuniary abilities, and in the production of con- 
sumers’ goods), then a maximization will probably be 
worked out in the long run, relative to the given sizes 
and distribution of money incomes. This is orthodox 
doctrine. But if the standards vary, as they of course 
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do constantly tho gradually, a maximization is impos- 
sible. The variation will necessarily be uneven, and 
some individuals or groups will respond to it more 
quickly than others. In consequence, competitive 
ostentation will be kept from following that path of self- 
destruction to which it is ethically predestined, and the 
ability to meet the requirements of the conventional 
standard, which plays so large a part in the maximiza- 
tion of satisfactions, will be apportioned unequally. 
A true maximization itself, that is, cannot be obtained. 

It will be observed, finally, that the conclusions 
reached in this essay do not constitute a single compact 
doctrine, nor do they permit the construction of such 
a doctrine. Indeed, the purpose has not been to de- 
velop a complete formulation at all, but simply to 
indicate the best way of presenting the theoretical analy- 
sis of consumption in its relation to market prices. 
Where wants are recurring, and where definite standards 
can therefore prevail, the course and terms of consump- 
tion are determined in one way, while where they do not 
recur regularly a quite different set of principles ap- 
plies. The relative importance of the two classes can 
be established unequivocally only by exhaustive induc- 
tive investigation, and the general position is therefore 
as yet incomplete. But it may nevertheless be suspected 
that both the lack of definiteness and the essential 
dualism of these conclusions provide a more realistic 
picture of what actually happens than do the compact, 
intellectually satisfying propositions of the older theory. 


JAMES W. ANGELL. 
CotumBi1a UNIVERSITY. 


_ 8. Compare Marshall’s conclusion, with respect to the effect of varia- 
tions in individual purchasing power: op. cit., bk. v, ch. 13, sec. 5. 














THE CHANGING STRUCTURE OF THE 
BARGAINING UNIT OF LABOR 


SUMMARY 


Federation, Amalgamation, Industrial Union: in England, 610. — 
Belgium, 614.— Germany, 615. — Australia, 617. — Russia, 620. — 
France, 623. — United States, 624. — Conclusion, 628. 


Tue bargaining unit of labor is undergoing reéxamina- 
tion and recasting by trade unionists of the western 
world. In many quarters a process called amalgamation 
is taking place, a process which usually foreshadows 
some form of industrial unionism.- Indications of this 
realignment can be seen in the prevalence of the words 
“amalgamated,” ‘‘consolidated,” and ‘‘united”’ in the 
names of the labor organizations which have come into 
use within the last fifteen years. It is true that in Eng- 
land their use reaches back as far as 1834, when the 
short-lived Grand National Consolidated Trades Union 
was formed. Similarly, evidence of an early amalgama- 
tion movement in the United States exists in the struc- 
ture of the National Labor Union, the Knights of St. 
Crispin, and the Knights of Labor. But in the United 
States, as in England, this movement was interrupted 
and the power that survived came to reside in the great 
national craft unions, such as the United Brotherhood 
of Carpenters and Joiners. The question now raised is, 
whether and in what way craft is still the effective basis 
for the organization of labor and to what extent it has 
been superseded. 

The single craft basis for bargaining purposes, once 
established, was not easily changed; but gradually the 
advantages of some bond of association for workers in 
kindred crafts became evident. Workers in the same 
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locality in such interdependent trades as those of print- 
ing and building have for a long time found it worth 
their while to maintain some more or less binding federa- 
tion to protect their common interests. Where workers 
in allied trades have formed unions with central control 
exercised over the separate interests of particular trades 
it is appropriate to speak of them as amalgamations, as 
distinct from federations. 

A third group, composed of those unions which in- 
clude in their membership all workers in a single indus- 
try, without regard to the trades followed or the degree 
of skill required, is again distinct from these two types 
of craft organization. The most thorogoing industrial 
unions in the United States today are the United Mine 
Workers of America and the Brewery, Flour, Cereal, and 
Soft Drink Workers’ Union. They emphasize, as the 
basis of union, the product made instead of the tool 
used. A fourth type is the ‘‘ one big union,’’ whose advo- 
cates insist that the solidarity of the interest of labor is 
not measured even by the industry, but extends over the 
whole field of production; they propose such a merging 
of political and industrial programs as is called for by 
the Industrial Workers of the World. 

New alignments of the kind indicated characterize 
the labor movement on the continent of Europe as well 
as in England and the United States. More information 
than is now available is needed before they can be fully 
described, but a preliminary comparison of the extent 
to which amalgamation has taken place in different 
countries and industries, of the degree to which un- 
skilled workers have been included in the new unions, 
and of the post-amalgamation history in various coun- 
tries should be useful in’ forming tentative generali- 
zations and in pointing out fruitful lines for further 
investigation. 
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ENGLAND 


The tendency of trade unions to combine has been 
marked in England since 1911. It has gained impetus 
since 1917, when the Trade Union Act was amended so 
as to permit trade unions to amalgamate with greater 
ease.'! Instead of requiring, as formerly, a two-thirds 
majority of the entire membership of the unions, the 
amended act made necessary a record vote of only 50 
per cent, with a 20 per cent majority in favor. The no- 
table accomplishments before the passage of this legisla- 
tion were the foundation of the Amalgamated Society 
of Engineers in 1851 (the first important example of a 
“kindred craft” union), the Amalgamated Society of 
Carpenters and Joiners in 1860, and the Miners’ Federa- 
tion in 1888. 

The existence of about 1300 separate and overlapping 
unions gives little indication of the extent to which 
amalgamation has really taken place. Many of the 
great federations, in which the real power of trade union- 
ism resides, are industrial in character. For example, 
the Miners’ Federation, with a membership of 750,000 
in 1923, acts today for the whole industry “‘as if it were 
an amalgamated union,’’ to use the words of the Webbs. 
The National Union of Railwaymen, established in 1913, 
is another such gigantic organization, with a member- 
ship (in 1923) of 327,374. The Transport and General 
Workers’ Union was remodeled in 1921 to meet the 
needs of 400,000 workers formerly organized in twelve 
separate unions, including workers on docks and water- 
ways, road transport, passenger road transport, and the 
commercial, clerical, and administrative workers in 
these fields. In the same year two other significant 
amalgamations took place: those which resulted from 


1. H.H. Slesser, The law relating to trade unions (London, 1921), 
p. 103. 
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the enlargement of the General Union of Textile Work- 
ers by fusion of the dyers and finishers, and the estab- 
lishment of the Amalgamated Union of Building Trade 
Workers. 

In the case of the building trade workers a stronghold 
of craft unionism was attacked and two societies of 
operative bricklayers and operative stone masons were 
brought together in a total membership of more than 
76,000 at the date of the amalgamation. The aim of this 
organization as stated in its Rules is— ‘‘To keep our 
organization in the vanguard of industrial organization 
by expansion and amalgamation, until we have one 
union for the Building Industry, then to link up with all 
other industrial unions for mutual aid and protection.” 
There are indications that some part of this program 
may be realized for the building trades. Since the Na- 
tional Federation of Building Trade Operatives was 
established in 1918, much has transpired to demonstrate 
the advantages of closer association. A number of the 
societies which made up the Federation in 1923 were 
amalgamated unions, as, for instance, the Amalgamated 
Union of Building Trade Workers (just referred to), the 
United Operative Plumbers, the Amalgamated Slaters 
and Tilers, and the Amalgamated Street Masons and 
Paviors. The Federation adopted a policy for recogni- 
tion of general laborers as belonging to the building in- 
dustry when engaged on building work, and took steps 
to amalgamate several societies of general workers. 
The societies voted for amalgamation, but this did not 
come about, on account of minor internal difficulties. 
The Federation did include some general laborers, how- 
ever: the Altogether Builders’ Labourers, catering 
solely for labor in the building industry, and the Na- 
tional Labourers’ and Constructional Workers’ Society. 
The activity of the General Council of the Trade 
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Union Congress during the past two years indicates the 
important place which amalgamation has gained in the 
programs of British Trade unionists. It has been the 
policy of the Council to encourage the amalgamation of 
competing unions. To this end it arranged a number of 
conferences in 1923 in which unions in the metal trades, 
printing trades, and post office and insurance workers 
were represented. Ways and means by which the num- 
ber of trade unions might be reduced and the present 
overlapping eliminated were considered. 

The Trade Union Congress of 1924 adopted a resolu- 
tion which required the Council to draw up two schemes: 
one for organization by industry, and another ‘“ which 
may secure unity of action without the definite merging 
of existing unions by a systematic linking up of the same 
to present a united front.” The effect of this resolution, 
which was the result of compromise, is somewhat diffi- 
cult to judge. The card vote, which showed two and a 
half millions in favor and a million and a half against, 
has been estimated by some critics as little more than an 
endorsement of the policy already practised by the 
Council. On the other hand, it has been taken to mark a 
new era. Mr. Hamilton Fyfe so hailed it and interpreted 
it as committing the Congress to industrial unionism.? 

It should be noted that the trend toward industrial 
unionism in England has not been confined to skilled or 
semi-skilled workers. Writing in 1918, Mr.G. D. H.Cole 
stated that the trade union grouping into skilled and un- 
skilled was in general the same as that into craft and in- 
dustrial organizations.’ He called attention to the 
National Federation of General Workers as an instance 

2. Hamilton Fyfe, ‘‘A new epoch in trade unionism,” Labour Maga- 
zine, October, 1924, vol. iii, p. 271. 
3. G. D. H. Cole, “Recent developments in the British labor move- 


ment.” American Economic Review, September, 1918, vol. viii, 
pp. 486, 487. 
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of the fact that the unskilled workers were driven to 
form combinations of their own because they were not 
admitted to the unions of skilled workers. While it is 
undoubtedly still true that the presence of unskilled 
workers in an industry makes the particular character 
which amalgamation must take a difficult problem, it 
seems no longer safe to assume either that industrial or- 
ganization will be solely characteristic of the unskilled 
workers or that the skilled and unskilled will find con- 
solidation too difficult. The amalgamation of the skilled 
trades in the building industry is a contradiction of the 
first assumption, and the marked tendency to include 
general workers a contradiction of the second. A greater 
difficulty than the amalgamation of the skilled and un- 
skilled appears to lie in the attempt to amalgamate 
trades confined to a single industry with others not so 
confined, as in the case of the woodworkers who work 
outside the building industry as well as in it, and who 
refused to amalgamate with the bricklayers and masons. 

It is apparent that the amalgamated trade unions 
with their greatly enlarged membership exert strong in- 
fluence in the party conference, where they are entitled 
to one delegate for every thousand members. In this 
way results in addition to the direct industrial advan- 
tages may be secured for their members through amalga- 
mation. This is one reason why workers in the public 
services and in industries for which nationalization is 
seriously proposed find amalgamation advantageous, 
for their interests are the more directly affected by 
political activity. 

In every quarter of the English world of labor we find 
the bargaining unit undergoing change. Combinations 
of old unions which were first effected have reached their 
greatest power in the important ‘‘key”’ industries, such 
as mining and transportation. Altho the earlier amalga- 











618 QUARTERLY JOURNAL OF ECONOMICS 


mations usually did not include both skilled and un- 
skilled workers, in more recent years provision has been 
made for workers of all grades of skill. The movement 
has been in no way retarded by the growth of political 
activity on the part of labor, but has possibly been ac- 
celerated by it. The opposition to amalgamation which 
remains is not so much based on principle as on doubt 
of the expediency of the immediate changes required. 


BELGIUM 


In no other country in the world have the industrial 
and political expressions of the labor movement so far 
interpenetrated as in Belgium, and in no other country 
(in spite of the bitter divisions along religious lines) has 
amalgamation so united the workers. The Parti 
Ouvrier fought for extension of the suffrage and for 
abolition of plural voting, from its organization in 1885 
until the beginning of the World War, and conducted 
political strikes for that purpose. The Trade Union 
Committee of the party embraces the federations of 
national trade unions and pursues a policy of centraliza- 
tion of the entire trade union movement of the country. 

The degree to which consolidation has taken place is 
indicated by an estimate made in 1923, which placed 
about 670,000 of the total of 700,000 trade unionists in 
Belgium in the membership of fifteen unions.‘ Just be- 
fore the close of the war the concentration movement 
took the form of “‘one big union.’”’ This has been aban- 
doned, but a close collaboration has been maintained be- 
tween the unions, which has resulted in the formation of 
various new “‘central associations.”’ This has been the 
case with the agricultural workers, the employees of the 
food and drink trade, and the hotel employees. 


4. William Eeklers, “Trade Union Centralization in Belgium.” 
The Labour Magazine, February, 1923, vol. i, p. 465. 
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Skilled, semi-skilled, and unskilled workers, both men 
and women, have united in many of these newer asso- 
ciations, as, for example, in the Central Association of 
the Belgian Mcial Workers, which has about 140,000 
members. Amalgamation in the building trades has 
been carried far beyond the point reached in England. 
Before the war the workers in these trades were organ- 
ized in a number of small unions, but the Central Asso- 
ciation of Building Trade Workers, Woodworkers, and 
Sundry Industries has come to include bricklayers, 
plasterers, stonecutters, painters, upholsterers, decora- 
tors, and woodworkers of all kinds. 

In these central associations the members all pay the 
same subscriptions and receive the same benefits. Each 
has a Central Committee and a Congress or convention 
of the whole union. It has been found that the expenses 
of administration are greatly reduced, permitting the 
accumulation of large strike funds. The unions are 
divided into branches or departments according to 
trades, and special organizers are assigned by trades. 

Amalgamation in Belgium has paralleled a centraliza- 
tion movement among employers. The workers attrib- 
ute part of the growth of their movement to the suc- 
cess with which they are able to meet collective action 
of the employers, as in the case of the metal trades, 
where they were able to oppose effectively a reduction 
of wages. They believe that they have done much to 
solve the problem of the rivalry between workers in dif- 
ferent trades which was so constant with the separate 
unions; and they look forward to reducing the number 
of unions still further. 


GERMANY 


The colossus of industrial unionism in the whole 
world is the German Metal Workers’ Federation, grown 
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to its present stature by a process of amalgamation. 
First established in 1891, with 22,000 members, it had 
achieved a total of more than a million and a half 
(1,624,554) by 1922.5 This phenomenal increase was 
made possible by the great expansion of iron and steel 
manufacture and the rapid industrialization of an agri- 
cultural country. The monster union embraces “‘all per- 
sons employed in the metal industry.”’ It is a highly 
centralized organization for the conduct of its numerous 
activities, carried on according to a financial plan which 
is said to resemble the budget of a small state. 

The policy of the union is definitely to encourage the 
amalgamation of all other German national unions. 
This was shown by the support which it gave to an 
amalgamation plan which was discussed at the Congress 
of the German Federation of Labor at Leipzig in 1922, 
according to which it was proposed to reduce the present 
forty-nine unions to about fifteen. 

A program for industrial unionism has been before the 
German unions ever since 1892, in which year three 
types of organization were discussed at the Trade Union 
Congress. These were: (1) local craft unions, (2) central 
trade unions, linked together in ‘‘cartel combination” 
and final fusion, and (3) central industrial unions by 
fusion of existing craft unions. The second type was 
voted by the Congress, but as a matter of fact, cartel 
combinations were not then formed, and the early indus- 
trial unions existed side by side with craft unions, which 
continued to maintain the craft basis. More recently 
the fusion process has united many of the unions into 
large federations, such as that of the traffic workers 
(Verkehrsbund), which includes the railway men and 

5. Fritz Kummer, “The German Metal Workers’ Federation.” 
Monthly Labor Review, vol. xviii, no. 4, April, 1924. 


6. Craft unionism versus industrial unionism in Germany. Monthly 
Labor Review, vol. xvi, no. 5, May, 1923. 
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transport workers, and the cartel arrangement of the 
printers, typographers, and bookbinders, called the 
Graphic Union. 

In the general unrest of the post-war years combina- 
tion movements made distinct progress. Before the end 
of 1922 the membership of twelve of the forty-nine fed- 
erations amounted to 6,320,421, or about four-fifths 
of the membership of all the federations. While the 
long-continued chaos in German industrial life makes it 
difficult to prophesy the permanent outcome of theamal- 
gamation movement, the strong centralizing tendency 
now in evidence may apparently be counted on to carry 
the process much further than it has yet gone. 


AUSTRALIA 


Trade unionism in Australia had as definite a craft 
basis in the beginning as it had in England, from which 
country the craft type was in fact brought over by Eng- 
lish laborers deported under the Conspiracy laws. Con- 
ditions of work and life in Australia, however, speedily 
determined that the development there should proceed 
on an industrial basis. 

The first general circumstance favoring industrial 
unionism lay in the existence of large numbers of 
“‘bush,”’ or ‘‘out-back,’”’ workers, nomadic groups with 
occupations changing with the seasons. Such men might 
work part of the year in the mines, then through the 
season in the sheep-shearing sheds, and change again to 
railroad construction. The miners were the first of the 
“‘out-back”’ workers to organize. In 1882, after previous 
unsuccessful attempts, the Amalgamated Miners’ Asso- 
ciation of Victoria was formed from several local bodies. 
The shearers followed in 1886, when they formed a 
union in an attempt to remedy the many grievances of 
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the sheds. Many of the already organized miners who 
worked from time to time in the shearing sheds had 
preached unionism to the workers, and in 1894 several 
shearers’ locals united to form the Amalgamated 
Shearers’ Union. The “‘rustabouts,’’ or shed laborers, 
who assist about the sheds but do not shear, first formed 
a separate organization in 1890, and these two branches 
united when the Australian Shearers’ Union was formed 
in 1894. Ten years later, in 1904, the name was changed 
to the Australian Workers’ Union, an organization 
which was to play an important réle in the history of 
Australian trade unionism. This union claimed to have 
taken for its model the structure of Robert Owen’s 
Grand National Consolidated Trades Union. 

The miners of Queensland formed the Amalgamated 
Workers’ Association in 1908 and started vigorously to 
work to organize other bush workers. From this or- 
ganization came later much of the impetus of the One 
Big Union movement, which absorbed a number of 
other bodies, including the Amalgamated Sugar Work- 
ers’ Union. In 1913, as a result of an enthusiastic at- 
tempt to start a Pan-Australian amalgamation of 
unions, the Amalgamated Workers’ Association and the 
Australian Workers’ Union were amalgamated under 
the name of the latter, with a program which in 1915 
emphatically declared for one Big Union of Australian 
Workers.’ The plan was later opposed and abandoned 
by the Australian Workers’ Union. A very real part of 
the suggestion for industrial unionism undoubtedly 
came from the I. W. W. clubs and locals established in 
Australia by the Chicago society of Industrial Workers 
of the World. After a stormy career this body ceased to 
have a separate existence in Australia, but much of its 
early point of view was implanted before its revolu- 


7. V.G. Childe, “How Labour Governs.” (London, 1923), p. 143. 
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tionary tactics, its opposition to political action as a 
substitute for direct action, and its opposition to con- 
scription brought its activities to an end.*® 

A more recent factor which has affected trade union 
structure is the Commonwealth Court of Arbitration, 
established in 1904. Since the court is federal and can 
take cognizance only of interstate disputes, it is obvious 
that the unions which are countrywide in scope can give 
better protection to their members before the court than 
those which are merely local in character. In this way 
the existence of the court has had the effect of encourag- 
ing amalgamation and federation.°® 

The trade-union movement in Australia developed a 
strong political aspect after 1890, largely as 4 result of 
the failure of great strikes of shearers and seamen. In 
1910 the Australian Labor Party secured a majority in 
both Houses. It held office for three following years and 
again from 1914 to 1916. By 1913 there had been a 
labor administration in every Australian state. In 1917 
the party was split on the conscription issue and was 
badly defeated in the election. The succeeding party 
alignments have not restored to labor its pre-war poli- 
tical power, and division on both political and industrial 
issues remains. 

It is difficult to estimate the influence which parlia- 
mentary representation has had on trade-union struc- 
ture in Australia. For years the representatives of labor 
in parliament were almost exclusively trade union or- 
ganizers, because the organizers were the only men well 
enough known to the widely scattered workers to secure 
the necessary number of votes. Once in office, they held 
it indefinitely and doubtless gave ground for the claim 
that labor was ruled by a bureaucracy. They were nat- 
urally opposed to any change in trade-union structure 


8. V. G. Childe, Ibid., p. 173. 9. Ibid., p. 95. 
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which might lessen their hold upon office. The success- 
ful opposition to the One Big Union plan came from just 
this quarter. Industrialists have accused the Australian 
Workers’ Union of aiming solely to get its officials into 
parliament and into the cabinet, without regard to the 
industrial interests of the workers themselves. They 
have insisted that the structure of the Australian Work- 
ers’ Union, with its grouping of workers by locality in- 
stead of by departments corresponding to branches of 
industries, was mass unionism, and not industrial 
unionism, and that in actual fact the balance of power 
was held by the pastoral shearers. 

More recent events have caused a change of attitude 
on the part of the Australian Workers’ Union. Early in 
1922 the support which was needed to take the place of 
that given by former allies was offered by a plan for 
amalgamation with the miners and waterside workers. 
The union was then forced to prepare for departments of 
mining and transportation, so that a policy of industrial- 
ism came to be adopted as a matter of political ex- 
pediency. 


Russia 


The belated industrial development of Russia and a 
policy of supression under the Tsars have accorded to 
trade unions in that country only a brief history. Their 
early struggle for existence was part of the larger strug- 
gle for political freedom. Before the revolution of 1905 
they were denied a legal existence, altho the organiza- 
tion of workers in secret was carried on earlier by the 
Social Democratic Party. Again suppressed after the 
1905 revolution, they sprang into importance as organs 
of the March revolution of 1917. With the Bolshevist 
ascendency their relation to the organs of local govern- 
ment was disputed and they were forced to give up the 
political functions they had assumed. 
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The fact that trade-union development and political 
history have been interwoven accounts for much of the 
present structure of the unions, a structure which has 
been industrial from the beginning. The Trade Union 
Congress of 1920 made this very clear when it grouped 
all the organized workers in the country into twenty- 
three industrial unions. 

For a time the trade unions continued to claim the 
actual control of industry. They took the stand that 
under a workers’ government the functions of the trade 
unions should not merely relate to the conditions of 
employment but should include the direction of indus-. 
try, a réle which the Soviet government was not willing 
to concede. 

With the adoption of the New Economic Policy, in 
the spring of 1921, and the reintroduction of capitalistic 
production, it became necessary to emphasize many of 
the traditional functions of trade unions for the protec- 
tion of the workers. The principal changes have been 
in the direction of increasing the centralizing tendencies 
of the unions. A plan for the revision of the govern- 
ment policy toward the trade unions was approved by 
the All-Russian Council of Trade Unions and became 
the basis of the Labor Code of 1922, which assigned to 
the All-Russian Council of Trade Unions the responsi- 
bility for the administration of the labor law. Thus the 
question of the sphere of control belonging to the trade 
unions, which had been a matter of such bitter dispute, 
was largely settled in a practical way when capitalistic 
enterprise developed under the New Economic Policy 
and the activity of the trade unions was again needed 
for the protection of the worker. Altho entitled to rep- 
resentation on some of the administrative boards, the 
trade unions have really no determining part in the con- 
duct of the trusts and syndicates which conduct the 
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state-owned enterprises and which are controlled by the 
Soviet organs. 

In October, 1923, the five largest trade unions were 
those embracing the railway workers, the soviet em- 
ployees, the metal workers, the textile, and educational 
workers. These five accounted for more than half of the 
total trade union membership. The railway workers, 
with 741,000 in a single union, were the largest group. 
The whole number of organized workers was officially 
reported as a little more than five and a half millions, a 
gain of about a million over the previous October. A 
still further gain in membership was reported to the 
Sixth Trade Union Congress in November, 1924, when 
it was claimed that all but 8 per cent of the whole num- 
ber of manual and non-manual workers were organized. 
This gain brought the total to something over six mil- 
lions." 

Altho the unions are organized strictly on the basis of 
industries and groups of industries, and include in every 
case the unskilled workers as well as the skilled, it is re- 
ported that there has been found need to group workers 
within the unions into sections according to occupation. 
This has been particularly necessary in the case of the 
intellectual workers, ‘‘ who felt that their interests were 
not especially catered to in the great industrial unions.”’ ? 
Such sections were formed for engineers, for instance, 
and the sections coérdinated by forming intersectional 
bureaus. Recently, also, more recognition has been 
given to the different racial and language groups, and 
the language of each group is now used in its trade and 
educational literature. These modifications, however, 

1. Russian Information and Review, November 29, 1924, vol. v, 
. os made in explanation of the failure of some intellectual 
workers to join the unions on the re-registration of members of trade 


unions, voted by the All-Russian Council of Trade Unions in 1922; Rus- 
sian Information and Review (July 7, 1923), vol. iii, p. 8. 
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are slight. The real structural lines of the Russian trade 
unions remain economic and industrial. Their short 
history is one of greater centralization than that of 
other countries. 


FRANCE 


The tendency toward combination of trade unions 
along industrial lines is less conspicuous in France than 
in any of the other countries surveyed. Among the 
reasons for this contrast the traditional character of 
French industry should receive first consideration. The 
important réle which luxury-goods play in French 
manufacture has made for a continuance of small-scale 
industry. It was not until the huge war enterprises 
were set up on French soil that many French workers 
tasted modern industrialism. The fact that large-scale 
manufacture, in the American sense, is still rare is re- 
lated to the absence of big combinations of workers for 
effective bargaining. 

Legal obstacles, similar to those which formerly 
existed in other countries, stood in the way of French 
trade unions as late as 1884, when the combination laws 
were repealed. For a long time after that date organized 
workers formed only a small fraction of the industrial 
workers in the country. They had not reached 500,000 at 
the outbreak of the World War. By 1920 a change had 
come; the French unions had multiplied and increased 
in membership, until they claimed a total of nearly two 
millions just before the disastrous strike of that year. 

The internal factors which have worked against the 
growth of industrial unionism are to be found in the 
great importance which has always been laid upon the 
autonomy of the individual syndicat or union, and upon 
locality, in the development of trade-union feeling and 
action. It has been implicit in French syndicalism that 
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the solidarity of the workers should be realized through 
the association of workers in the different trades as they 
came together in the local bourse. This succeeded so 
well that previous to the establishment of the General 
Confederation of Labor (Confédération Générale du 
Travail) in 1895, the Federation of Bourses was actually 
a rival of the National Federation of Unions. 

Official endorsement of the industrial basis for or- 
ganization dates from 1906 when the C. G. T. passed a 
resolution declaring that only unions so organized 
should be admitted to the Confederation in the future. 
The autonomy of the local union has been retained, how- 
ever, and its association with other unions has come 
through federation and not in the ereation of a new in- 
dustrial union. The exceptions have been in the cases 
where the national character of the industry is marked, 
as in the case of the mines, the railroads, and the post- 
office, telephone and telegraph, where the federation has 
become a syndicat national. In other industries the local 
union has remained the effective instrument for action 
in the issues which, in turn, are usually local in char- 
acter. The decrease in the number of federations is only 
to a slight extent to be accounted for by a process of 
amalgamation. 
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UnItTEp STATES 


Trade-union organization on an industrial basis has 
advanced slowly in the United States. The national 
unions of craft and kindred craft have largely remained 
the strongholds. The situation must appear anomalous 
to an observer from such a country as England, where 
industrial organization has accompanied concentration 
in industry. ‘‘Unionism is strongest and most central- 
ized just where ‘trustified’ industry has won the day,” 
according to Mr. G. D. H. Cole. This has certainly not 
been true in the United States in the case of steel, wool, 
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tobacco, or meat-packing, where forces in the industries 
have successfully discouraged organization. 

The process of amalgamation in America has usually 
stopped short of industrial unionism. Many of the 
unions which profess to have a structure based on 
industrial lines, and bear names suggesting that combi- 
nation has taken place, actually include in their member- 
ship only those trades which are peculiar to the industry. 
This is no doubt due first to the policy of the American 
Federation of Labor, which forbids ‘‘ dual” unionism, but 
it is due also to a persisting conviction that there is an 
advantage in bargaining without having to consider the 
demands of workers who are in the lower grades and 
who may be particularly liable to unemployment. 

The formation of a policy in this field has been 
tied up with other issues. Three resolutions declaring for 
the ‘“‘principle of industrial unionism as against craft 
unionism,” sponsored by labor groups in three different 
states, were: put before the 1923 Convention of the 
American Federation of Labor. The Convention did 
not accept any of them, and the Committee on Resolu- 
tions, to which they were referred, warned the Conven- 
tion of the danger contained in the ‘‘false imputation”’ 
that the A. F. of L. was confined to craft unions; and it 
called attention to the fact that there were ‘‘those who 
are constantly at work dividing organized workers on 
abstract discussions and spreading the poison of suspic- 
ion.” The Executive Council reported that: 

In accordance with the program of Russian Communist leaders, 
an elaborate program for alleged “amalgamation” of various inter- 
national unions has been developed, and secret and semi-secret or- 
ganizations have been formed for carrying out that program. 

The Committee on Resolutions offered a substitute 
resolution containing the following endorsement of or- 
ganization by trades, which was passed by the Conven- 
tion: 
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As the magnificent growth of the American Federation of Labor 
is conceded . . . to be the result of organization along trade lines, 
and believing it neither necessary nor expedient to make any radical 
departure from this principle, we declare that as a general proposi- 
tion the interests of the workers will be best conserved by adhering 
as closely to that doctrine as the recent changes in the methods of 
production and employment make practicable. 


When the 1924 Convention met, not a single resolution 
brought the moot question of amalgamation to the at- 
tention of the delegates. 

It appears thus that the A. F. of L., altho its member- 
ship includes such a genuine industrial union as that of 
the United Mine Workers, with a voting strength second 
to that of no other union, has, officially, failed to support 
the amalgamation movement. The name of the chief 
proponent of this movement, William Z. Foster, is 
anathema to the old-line unions and even to the ma- 
jority sections of some of the more radical organizations. 
The chief ground is said to be his Communist connec- 
tions. Membership in Foster’s organization, the Trade 
Union Educational League, established in 1916 to pro- 
mote the cause of amalgamation, has been made the 
occasion of severe discipline in some of the large inter- 
nationals and has occasioned serious divisions. 

In spite of these complications within the American 
Federation of Labor, the movement shows virility. As 
craft workers see their crafts threatened by the substitu- 
tion of new processes, they come to regard the fight to 
retain the individual craft work as hopeless. They are 
beginning to find in the industrial union the bargaining 
unit which has the tactical position in the midst of the 
rapid changes of modern industry. An increasing de- 
mand for combination is found in the resolutions passed 
by fourteen state federations since the Chicago Federa- 
tion of Labor first took the stand in endorsing industrial 
unionism in March, 1922. 























THE BARGAINING UNIT OF LABOR 631 


A number of individual unions have gone on record in 
favor of amalgamation, tho for one reason or another the 
program has not been realized. This has been the case 
with such old-line craft organizations as the Typog- 
raphers’ Union, the Lithographers, and the Book- 
binders in the printing industry, whose paper, The 
Industrialist, advocates amalgamation. Another such 
organ, The Railroad Amalgamation Advocate, has taken 
a similar position among the railroad unionists. The 
amalgamation of two of the great railroad brotherhoods, 
the Brotherhood of Locomotive Engineers and the 
Brotherhood of Locomotive Firemen and Enginemen, 
has been proposed, but there is little immediate prospect 
of its consummation. Resolutions of approval by groups 
within the American labor movement, in the case of 
amalgamation as of various other issues, have frequently 
signified merely that the matter is to be allowed to rest. 

In the United States, it is evident, industrial union- 
ism is a program rather than a practice. The affiliation 
of kindred crafts, as those of the building workers and 
printers, into local and national councils has not de- 
veloped even craft solidarity. On the other hand, the 
trend toward industrial unionism is perhaps stronger 
than it appears on the surface. The convention history 
of many of the important national unions has shown a 
strong undercurrent in favor of this form of organiza- 
tion, altho it is not often encouraged by the leaders 
whose particular positions and influence depend on the 
status quo; for, as Warren S. Stone reminded the rail- 
road brotherhoods when he advocated amalgamation to 
them, ‘‘it would naturally reduce the number of field 
officials.”” If the issue could be presented free from na- 
tional and international complications, it is not unlikely 
that it would receive a majority in more than one of the 
large internationals. 
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CONCLUSION 


This brief survey of the world of labor yields evidence 
of new forces which are affecting the basis of labor or- 
ganization. The day of the isolated single-craft union 
has already gone, and its place has been taken by a new 
unionism which tends to draw workers together on the 
basis of the product made. Two facts stand out as 
characteristic of the amalgamation history in all coun- 
tries: the first is that it is the great basic industries, 
national in character, rather than the local, which have 
been most affected by the process of amalgamation; 
and the second, that when the unions in an industry 
have passed over into a more or less industrial form of 
organization they have permanently retained it. 

The process of amalgamation is retarded by forces 
which have their origin within the union and also by 
forces which start from outside. Factors which work 
within the union are: (1) the opposition of trade-union 
officials, who are of conservative temper or who are 
conscious of a possible loss of individual influence; (2) 
the distraction of political programs, which prevent 
effective action along strictly industrial lines; and (3) 
the deep groove of habit made by the worker’s craft 
and his unwillingness to lose his distinctive craftsman- 
ship. As George Hicks once said:* 

A man’s pride in his own job is good. It is one form of self-re- 
spect, like other narrow loyalties quite irrational, I have no doubt, 
but equally like other irrational things remarkably vital. There is 
nothing like leather, or bricks and mortar as the case may be; not 
even proletarianism; and industrial unionism that attempts to 
eliminate the craft spirit has little chance of success. I do not believe 
that craft, properly understood and expressed, is in the way. 

A further internal problem is seen in (4) the difficulty 
of adjusting the interests of the skilled and unskilled 


3. George Hicks, ‘“‘ Problems of amalgamation.’’ Labour Magazine 
(July, 1923), vol. ii, no. 3, p. 114. 
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workers in one organization, a difficulty which has often 
proved greater than the adjustment of the interests of 
the different groups of skilled workers in an industry. 
Lastly, there is (5) the problem of financial distribution. 
When the amalgamation scheme proposed makes it ap- 
pear to the richer unions that their accumulations will 
be expended for the support of their new partners, 
reluctance is inevitable. 

Outside the unions, (1) legal obstacles, actual and 
potential have existed and continue to exist. In Eng- 
land, the most serious of these, the requiring of a two- 
thirds vote of all members before amalgamation could 
take place, has been removed. In the United States 
amalgamation has not reached a point where statute 
law has been employed to obstruct it, but it is antici- 
pated that judicial interpretation on questions concern- 
ing large amalgamations may narrow the scope of their 
activities to such an extent that their value will be 
largely destroyed. 

A more immediate difficulty has to do with (2) the 
changing organization of industry itself. Undoubt- 
edly crafts are disintegrating, — such designations as 
“‘stitching-room workers”’ and ‘‘fitting-room workers” 
in the shoemakers’ unions are evidence enough, — but 
it is true that it is equally difficult to define ‘‘industry” 
in the productive world of today. The mining of iron 
ore was formerly one industry and the making of steel 
another, but today business integration brings both 
under the same management. The weaving of cloth and 
the raising of cotton are not ordinarily thought of as 
part of the manufacture of automobiles, but recently 
automobile interests have acquired textile factories and 
cotton fields to supply raw material needed for tires. 
If it is the aim of industrial unionism to make the work- 
ers’ organization parallel that of business management, 
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wholly new groupings of workers must be devised, so 
that not only wage-earners in diverse occupations, but 
those who are widely scattered geographically, may be 
brought together. No organization yet exists on the 
side of labor which provides either the requisite ad- 
ministrative arrangements for the business conduct of a 
union on such a scale or the facilities for welding such a 
body of workers into a social unit. 

No catalogue of difficulties, however, is sufficient to 
quench the tide of social idealism with which the pro- 
gram of industrial unionism is often impregnated. It 
makes so great an appeal to the worker that beside it the 
old craft unionism seems narrow and undemocratic. 
This lure is often strong enough to make him indifferent 
to his own immediate gain in the face of the brighter 
future it offers for the whole body of workers. It is a 
spiritual force to be taken into account in any attempt 
to forecast the future of trade unions. 

Amy Hewes. 
Mount Hotyoxe Couuece. 


























REVIEW 


TWO BOOKS ON AGRICULTURE! 


TuHE book by Professors Warren and Pearson is an economic 
and statistical study of the agricultural depression of the post- 
war deflation period. The authors point out and analyze the 
various causes of the depression. They find all of these 
causes centering around the collapse in 1920 and the years 
following, when the prices of farm products declined almost 
to the pre-war level, while those of commodities and services 
the farmers had to buy declined little or not at all, and some 
expenses, as for instance taxes, actually increased. The 
writers conclude that, as a result of the price dislocation since 
the war, it took 70 per cent more wheat to buy farm ma- 
chinery in 1924 than before the war; it took one third more 
food products to pay freight, 76 per cent more to hire an hour 
of union labor, 100 per cent more to pay taxes, 23 per cent 
more to buy food at retail. Just as farm products had led the 
advance during the war, they led the decline after it, the un- 
fortunate effects of credit deflation being accentuated by 
over-production of foodstuffs. In instances where prices of 
certain farm products remained high, it was only because of a 
crop failure, and most producers received little benefit from it. 

Separate chapters deal with taxes, debts, freight rates, and 
marketing costs, and also with a number of the individual 
farm products: wheat, cotton, potatoes, corn, and hogs, 
dairy products, beef cattle. There are numerous statistical 
tables and graphs; and the authors’ wide and intimate 
knowledge of agriculture enables them to bring in a great 


1. The Agricultural Situation. Economic Effects of Fluctuating 
Prices, by G. F. Warren and F. A. Pearson. New York: John Wiley and 
Sons, 1924. Pp. 299. 

Outlines of Agricultural Economics, by H. C. Taylor. New York: 
Macmillan, 1925. 
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deal of pertinent information not available to most writers 
who discuss the agricultural situation. 

Not only are the causes of the agricultural depression dis- 
cussed, but various suggested remedies are taken up. No 
increase in the home demand for farm products is assumed 
to be likely, and an increase in the foreign demand is assumed 
to be even less likely, because European countries are trying 
to become more nearly self-sufficient. Reduction of farm 
production is opposed, “because it is so slow and because 
the momentum that will finally develop will doubtless make 
production too low for a number of years after adjustment 
has been reached.”’ Reduction of the domestic supply of 
farm products by dumping abroad, as proposed by the 
MeNary-Haugen bill, is assumed to be politically impossible; 
the authors do not seem opposed to it on any other ground. 
Lifting of the immigration restrictions would only make the 
farmer’s situation worse, by lowering wages and so reducing 
the demand for farm products, and by reducing the wages of 
the farmer himself — the farmer in most cases doing his own 
work. Relief to the farmer from a decline in city wages is, of 
course, likely to be slow in coming. Diversification of crops, 
so often urged by the metropolitan press and by city-bred 
writers on agriculture, can be of little general benefit, because 
it involves merely a shift from one product to another. 

On the other hand, the tariff is stated to have been bene- 
ficial to the producers of wool, flax, and the higher grades of 
wheat, particularly spring wheat. Increased credit, at lower 
interest rates, such as the Land Bank is already affording, 
will reduce the burden of the debts already contracted. Co- 
operation has already been stimulated by the hardships of 
the depression, and has been reasonably successful, in spite 
of the hostility of business interests. Finally, farmers can 
help themselves to some extent by modifying their methods 
of farming. They must be economical, must hire little work 
done, use more labor-saving plans and devices, produce more 
food for home use and less for exchange, retain their own pro- 
ducts where economically possible, and in general steer a safe 
and conservative course. 
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The one remedy advanced as adequate to restore the pros- 
perity of the farmers is the avoidance of further “deflation,” 
and the establishment, if possible, of a stable price level at 
least 50 per cent above the pre-war price level. The authors 
seem to doubt the possibility of maintaining such a level, and 
predict a return to the pre-war price level within from ten to 
twenty years. 

Altogether, the book is the most illuminating contribution 
on the agricultural situation that the reviewer has seen; and 
there can be little question of the soundness of many of the 
conclusions reached. On a few points, however, criticism may 
be offered. In the first place, the tariff seems to be regarded 
with quite too much favor. It is probably true that the tariff 
has raised the prices of some farm products, but few students 
of the tariff would concede that the general policy of protec- 
tion has been advantageous to the American farmer. The 
authors state: “If the manufactured goods of the world came 
in free, it would lower the prices of certain articles that farm- 
ers buy, but so long as the prices of farm products are so low, 
the problem of paying interest and taxes would remain un- 
solved. In any event, the major portion of his purchases is of 
products made in America. Europe does not ship grain 
binders to the United States.”” As to the prices of farm prod- 
ucts, it is altogether probable that they would be higher, in 
proportion to prices of other products at any rate, under a 
more moderate scale of duties. As long as the United States 
is on a food-exporting basis, a high protective tariff has the 
effect, not only of raising the prices of commodities that farm- 
ers buy, but of reducing the prices of those they have to sell. 
A tariff which shuts out European manufactured products 
reduces the European demand for farm products and so 
lowers their prices. 

It is true, as the authors state, that farmers buy mainly 
products made in America: that is just what the tariff is de- 
signed to accomplish. The Tariff Act of 1922, however, has 
certainly raised the prices of many articles consumed by 
farmers: woollen and cotton clothing, steel goods of various 
kinds, pottery and chinaware. Some such goods carry duties 
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as high as 200 per cent; and the foreigner does not pay most 
of this. When the Act of 1922 went into effect, the Woolworth 
stores were obliged to discontinue the purchase of some cheap 
European goods. Farmers buy great quantities of them. It 
is altogether probable that the tariff policy of recent years has 
imposed a considerable net burden upon most of the farmers 
of the United States. 

Two of the main conclusions of the book seem difficult to 
reconcile. The authors predict an “approach” to the pre-war 
price level within from ten to twenty years, yet anticipate 
that, after some further decline, land values will rise again, 
and the farming industry will enjoy prosperity. If we have 
ten or twenty years of declining prices ahead of us, they can 
hardly be years of great agricultural prosperity, with farms 
carrying a heavy mortgage indebtedness. Furthermore, if 
economic conditions are set for such a decline, why should the 
decline stop at any particular level? There is no magic in the 
pre-war price level; and if the decline should continue after it 
had reached that level, it would mean more hard years for 
farmers. 

In discussing prices, frequent comparison is made between 
the present situation and that which followed the Civil War. 
It must be conceded that there has been a fairly close parallel 
up to the present time, but it seems rash to make predictions 
on the basis of analogy to conditions following the Civil War. 
While our present situation in some ways is similar to that of 
the late sixties and the seventies, in many other ways it is 
radically different. The fact that the frontier has disappeared 
might in itself prove sufficient to give us a price trend, at 
least for farm products, which would bear little resemblance 
to the trend from 1865 to 1896. 

It would perhaps be captious to point out minor defects in 
the style and make-up of the book. Many of the quotations 
are far too long; the style is uneven — a common fault of 
jointly written manuscripts; and there are too many statis- 
tics in the text. In many instances, statistics could advan- 
tageously have been bunched in footnotes and the conclusions 
stated in the text, with a considerable saving of time to the 
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reader. The book shows marks of the haste with which it was 
written; but this was inevitable in so timely a contribution. 
In spite of all such minor faults, it stands as a scholarly 
and illuminating contribution on a tremendously important 
subject. 


Dr. Taylor’s Outlines is the third edition of the book, super- 
seding the second edition, which appeared in 1919. It repre- 
sents a thoro revision of the earlier work, with considerable 
alterations in some of the chapters, and with the introduction 
of a number of new chapters dealing with insurance, mar- 
keting, and codperation. The treatment of marketing and 
codperation is particularly full, with separate chapters on 
“marketing functions,” “standardization,” “marketing in- 
stitutions,” “market information,” “crop estimates,” ‘co- 
operation,” and “the extent and characteristics of codperation 
in the United States.’’ The book now contains three chapters 
of introductory material and general economics; a dozen or 
more chapters on farm management, mixed with some general 
economics and some of what is often called agricultural or 
commercial geography; seven chapters on land tenure; seven 
on marketing; two on codperation; and one each on the 
social side of farm life and the future of the farmer. Alto- 
gether it represents a considerable improvement over the 
earlier edition. 

It was to be expected that Dr. Taylor would put a large 
amount of valuable material into his book. His long study 
and wide experience with things agricultural give him a sure 
touch in dealing with many of the problems of farmers; and 
his position at Washington has of course given him command 
of many sources of information. His discussion of marketing, 
of coéperation, and of some of the aspects of land tenure and 
of farm management deserve high praise. His conclusions 
are sane, and yet his attitude on important questions is for- 
ward-looking and progressive. 

With all its solid merits, the Outlines presents faults both 
in content and in exposition. In the first place, the author’s 
treatment of many problems in economic theory is confused 
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or actually erroneous. On the relation of rents to intensity 
of cultivation, for instance, most economists would concede 
that “the degree of intensity of culture on a given piece of 
land and in the production of a given crop will vary with the 
amount of the fixed rent which is paid for its use”; but they 
would not give rent any important determinative influence. 
It is impossible to agree that “the influence of a rise or fall 
in the price for which the product can be sold will influence 
the degree of intensity only as it may affect the amount of 
rent which must be paid for the use of land.’”’ High rent and 
intensive cultivation are not properly to be regarded as cause 
and effect: both are effects of the general conditions of supply 
and demand. 

At various other points the exposition of theoretic matters 
is confused. For instance, the author speaks of no-rent land 
as ‘“‘the least useful land needed to supply the demand for 
agricultural products.’’ Here he uses in one sentence three 
terms that are too indefinite to serve in a theoretical discus- 
sion: “useful,” “needed,” and ‘‘demand.’”’ No-rent land 
does not come into use because it is ‘“‘needed,’’ but because 
someone finds it profitable to cultivate it. In his well-known 
discussion of the relation of various grades of men to various 
grades of land, he fails to distinguish between grades of land 
and grades of farms. It is true that in any given community, 
and perhaps to some extent for the country as a whole, the 
most efficient farmers tend to get the best land; but a better 
statement of the principle would be that the more efficient 
farmers get the better farms. A large farm of poor land may 
be more responsive to good handling than a smaller farm of 
better land. It would be difficult to prove that the ranchmen 
on some of the grazing lands of the interior of California are 
less efficient than the fruit-growers with small tracts of higher- 
grade land. Western Kansas and Nebraska have many highly 
intelligent farmers on land which is of distinctly “‘low grade.”’ 

Faults of exposition are more conspicuous here than faults 
in logic. Dr. Taylor has a way of stating relatively unimpor- 
tant conclusions as great economic principles — frequently in 
italics. 
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Thus on the question of tenancy he voices this principle: 
“The greater the amount of land and other forms of wealth 
acquired by one generation and transmitted to the farmers of 
the next, and the more evenly this wealth is distributed, the 
greater the ease with which the ownership of land may be ac- 
quired by the succeeding generations of farmers; but the 
larger the farm families of a given community, and the larger 
the percentage of each succeeding generation who seek a liveli- 
hood in other industries, the greater the amount of wealth 
which will be drawn from agriculture into other industries by 
gift and inheritance, and the smaller the part which inherited 
wealth will play in the acquisition of landownership.”’ 

Along with various cumbersome “principles” go new defi- 

nitions, and new uses for familiar terms. There are, too, a 
number of awkward and laborious classifications. For in- 
stance, the author classifies the economic motives of those 
who engage in farming as follows: 
1. The desire for the means with which to satisfy one’s 
wants. 2. The desire to satisfy the wants of others. 3. 
Pride in one’s work. 4. The accumulation of landed prop- 
erty. 5. Joy in work. 6. Habit. 7. The desire for ease and 
time for enjoyment. 8. Patriotism and community spirit. 
9. Legal compulsion. 10. Religion and the idea of duty. 

From such a classification one might get the idea that farm- 
ers’ motives are particularly complicated. 

In somewhat similar humor, Dr. Taylor classifies the work 
done on the farm: 

A. (1) Work which must be done at a definite time. (2) 
Work which may be done any time within a wide latitude. 
(3) Work which is often postponed indefinitely. 

B. (1) Work that can be done when it is raining. (2) Work 
which cannot be done while rain is falling, but can be done 
while the ground is wet. (3) Work requiring dry weather and 
land dry enough to work or drive over (hauling manure, lime, 
etc.). 

C. (1) Work which cannot be done while ground is frozen. 
(2) Work which can be done while ground is frozen. (3) Work 
which can be done when ground is covered with snow. 
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The classification perhaps serves a useful purpose; but it 
has a stilted, mechanical tone. One wonders if such classifica- 
tion might not be extended further; for instance, work done 
on horseback, and work done afoot; work that requires a 
strong back, work that requires strong arms, and work that 
requires both; and so on. 

In various ways there is a lack of proportion. Some of the 
chapters in the book are general and discursive, even oc- 
casionally superficial; others smack strongly of the doctorial 
dissertation. The discussions of the decline of land-owning 
farmers in England and of the early history of tenancy in the 
United States include all the minutiae of evidence and all the 
citations of authority that one could find in the most pon- 
derous German Handbuch; while the land systems of Ger- 
many, France, other countries of Europe, and the rest of the 
world, are not even mentioned. Many important subjects 
ordinarily included in agricultural economics are here treated 
briefly and incidentally, or not at all. 

Some of the space which might have been devoted to im- 
portant questions is unfortunately devoted to trivial and ob- 
vious details; as, for instance, to the principle (stated in 
italics) that in the fall ‘work which cannot be done when the 
ground is frozen should take precedence over work which can 
be done later”; to the discussion of the man who had strong 
muscles and weak judgment, and who, therefore, continually 
broke fork-handles, twisted bolts off, and injured the cows’ 
udders by “‘excessive application of muscle in milking”’; or to 
such matter as the following: ‘‘ Where the farmer’s aim is to 
have the net profit which is left after paying the hired laborers 
and paying for the use of the equipment as large as possible, 
every operation should be performed by laborers, if this 
method will lower the costs of production, increase the prod- 
uct, or in any other way increase the net profits; and every- 
thing should be done by means of horses and machines or 
other forms of equipment, which can be done to better advan- 
tage in that way. It may often happen that the cost of per- 
forming certain farm operations can be reduced by the use of 
horses and machinery in the place of laborers, but it may at 
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the same time happen that the product resulting from these 
operations is also reduced.” 

Occasionally the author devotes space to observations that 
are merely amiable and inconsequential. For example, the 
reader finds the following: ‘‘The high-type farmer coolly acts 
in conformity with economic forces regarding it as his duty 
to himself, his family, and his country to make the right use 
of the agencies of production and to deal honestly and fairly 
with all men”’ (all in italics). Again: “‘the lazy timeserver 
usually allows his mind to wander and his tongue to clatter, 
which insures inefficiency of the employee and his associates; 
whereas the man with his mind on his work adjusts his opera- 
tions to changed conditions when needed and is in a position 
to improve methods”; or, ‘‘the man who says he does n’t 
know, or who avoids telling his employer something which he 
knows and which the employer has a right to know, is dis- 
honest. The man who breaks a tool and lays the parts to- 
gether and assumes to know nothing about the accident is at 
heart a liar.” ‘Courage greatly increases the usefulness of a 
man on a farm.” Excellent sentiments, but not set forth to 
best advantage in a book on agricultural economics. 

A final criticism may be directed at the style in which the 
book is written. The paragraphing is uneven; quotations 
are too numerous and many of them far too long; and the 
English is often clumsy, far from clear, even in some instances 
ungrammatical. 

With all its faults, Dr. Taylor’s Outlines is a valuable con- 
tribution and will be used widely. Whether it establishes 
agricultural economics in a secure position among college sub- 
jects is a question about which there may well be a difference 
of opinion. In some ways the book looks like agriculture with 
a squint in the direction of economics: in other ways, it looks 
like economics with a decided squint in the direction of agri- 
culture. If it is not possible to be both economist and agri- 
culturist, at any rate Dr. Taylor comes about as near achiev- 
ing it as anyone. 

JOHN Isz. 
University or Kansas. 
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THE COAL SITUATION AND THE COAL PARLIA- 
MENT: A REJOINDER 


In the May number of this Journal, Mr. Harry L. Gandy, 
executive secretary of the National Coal Association, pre- 
sents a criticism of my “Proposal for Regulation of the Coal 
Industry” which appeared in the February number. Aside 
from an unsupported declaration that the proposal is eco- 
nomically unsound, Mr. Gandy’s criticism fails to touch 
upon any of the vital issues involved. Only three of his com- 
ments, two of them upon points of ‘minor importance, call 
for any reply. 

Mr. Gandy calls attention to the fact that in suggesting the 
personnel of the parliament I included representatives of the 
United Mine Workers of America, but made no reference to 
representatives of the workers not affiliated with that or- 
ganization. Mr. Gandy might have added that I also failed 
to include representatives of the operators not affiliated with 
the National Coal Association. The omission in both cases 
was deliberate. 

Organization both of workers and of operators is an essen- 
tial part of my proposal. The proposed parliament for the 
industry is a representative body and for the selection of 
representatives an organization is indispensable. Organiza- 
tion is also necessary to provide the machinery for administer- 
ing and enforcing policies and decisions of the parliament. 
Since I was dealing, as far as it was possible, only with exist- 
ing agencies, I suggested the United Mine Workers of America 
as the organization to select the miners’ representatives and 
the National Coal Association to select the operators’ repre- 
sentatives. If there should be any other organization of the 
miners including a substantial number of workers and capable 
of selecting representatives, it should by all means be repre- 
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sented in the parliament. If the unorganized workers are 
unorganized because of some antipathy to the United Mine 
Workers, there is nothing in the scheme for the proposed 
parliament to prevent them from forming an organization 
more to their own particular tastes. 

In discussing further the question of the organization of 
mine labor, Mr. Gandy inquires ‘‘ whether it can be possible 
that the proposal for a parliament has been seriously ad- 
vanced, when its author states that an essential factor is the 
practical elimination of the open shop in the coal-mining in- 
dustry.” I hasten to assure Mr. Gandy that the proposal was 
advanced quite seriously. My statement that ‘‘since or- 
ganization of labor is essential to the success of the parlia- 
ment, it seems evident that the open shop is not compatible 
with the proposal” was made in the full realization that it 
would arouse opposition. The statement was made because 
organization is essential to my proposal and because I am 
convinced that the present partial organization of labor in 
the bituminous mines is intolerable and that it can continue 
only to the detriment of the industry and of the coal-consum- 
ing public. 

The recent events in West Virginia have once more called 
attention to the fact that,some of the bituminous fields are 
organized and some unorganized. In the unorganized fields, 
labor costs are somewhat lower than in the organized and, in 
periods of slack demand, the organized fields experience diffi- 
culty in meeting the competition of the unorganized. As a 
result, the non-union fields are able to operate on the average 
about thirty days more per year than the union. The situa- 
tion is productive of much dissatisfaction on the part of the 
operators in the union fields. Recently the Pittsburgh Coal 
Company closed many of its mines because, so the company 
claimed, it could not compete with the non-union fields. The 
situation is also an important factor in the overdevelopment 
of the mines.! 

The difficulties of the operators in the union fields seem 


1. See “Relief from Irregular Operation and Overdevelopment,” 
United States Coal Commission Report, September 20, 1923. 
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inevitable as long as the industry remains partly organized 
and partly unorganized. The problem must be squarely 
faced irrespective of any proposal for a parliament. It would 
seem that the industry, certainly within each competitive 
area, must become either entirely union or entirely non- 
union. Surely Mr. Gandy would not advocate seriously the 
complete elimination of the Union. It is my own opinion that 
it will be necessary for the whole industry to become unionized 
if the present destructive competition is to be eliminated. 
Such a step will not end the difficulties of the coal industry, 
but it will remove one of the most serious obstacles to the 
solution of its problems. 

To prevent any abuse of the Union’s power, the organiza- 
tion of the coal operators should be equally complete and 
equally strong. The recent decision, of the United States 
Supreme Court in the cases of the Maple Floor Manufac- 
turers’ Association and the Cement Manufacturers’ Protec- 
tive Association apparently removes any legal bar to such 
organization. 

Mr. Gandy should note that the alternative of the open 
shop is not necessarily the closed shop. In other industries, 
schemes of representative contro] have been based success- 
fully upon the preferential shop. 

In one of his closing paragraphs, Mr. Gandy states in justi- 
fication of present conditions in the coal industry that ‘the 
American people . . . have bought coal at a lower price 
than was enjoyed by any other coal-consuming people in the 
world,”’ and in the next paragraph he refers to the “‘construc- 
tive work within the industry [that] has furnished this nation 
with the cheapest coal in the world.’”’ He implies that the 
operators are responsible for the fortunate situation of the 
American coal consumer. These statements, like most gen- 
eralizations, are inaccurate both in their content and in their 
implication. American coal is not the cheapest in the world. 
If Mr. Gandy had been willing to limit his assertion to North 
America and Europe, he would probably have been correct, 
but he includes the whole world. In a normal year of the 
period just before the war, coal was valued at the pit mouth 
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in India at $1.08 a ton, in South Africa at $1.34, and in the 
United States at $1.48. In China in 1922, bituminous coal 
was being mined in the province of Hunan at a cost of from 
40 to 85 cents per ton.? 

I have no desire to detract from the service that has been 
performed by American coal operators, but I believe that 
Mr. Gandy would find it difficult to prove that American 
coal is cheaper than British or German coal because of the 
American operators. American coal is cheaper because Ameri- 
can reserves are richer, because the coal is found near the 
surface, and because it lies in thick, easily-worked seams. 
It is cheaper because natural conditions make it possible to 
mine it more cheaply than coal can be mined in the older 
European countries. 

In the opening paragraph of his criticism, Mr. Gandy 
quotes my statement that ‘‘the railroads, because they have 
not expanded their facilities in recent years as rapidly as mine 
capacity has increased, are unable to handle the peak of the 
coal production as effectively as in the past,’’ and then at- 
tempts to prove by means of an imposing array of figures that 
such a statement “shows a lack of information concerning 
what has happened since those fact-finding days [of the Coal 
Commission].”” It seems to be Mr. Gandy’s contention that 
the railroads are now able to handle the peak of the coal out- 
put as effectively as in the past. 

Mr. Gandy should appreciate the futility of attacking a 
statement isolated from its context with no reference to its 
purpose or to what has gone before. The statement in ques- 
tion was introduced in an opening paragraph merely to ex- 
plain why irregularity of mine operation, which has existed 
for a very long time, should affect the consumer now to a 
much greater degree than it did in the past. Its correctness 
or incorrectness can have no bearing upon my proposal for a 
coal parliament. 

Despite Mr. Gandy’s array of figures, I am unwilling to 
accept his contention. I again assert that the railroads are 


2. U.S. Commerce Reports, November 13, 1922. 
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not in a position to handle the peak of the coal production as 
effectively as before the war. I am ready to support my asser- 
tion by the use of the same statistics that Mr. Gandy uses 
against it. Space forbids a discussion of all of the examples 
that he presents. It should be sufficient, however, to dispose 
of the example that he seems to consider the most convincing 
proof of the inaccuracy of my assertion. 

Mr. Gandy states that “in January, 1925, when bituminous 
production broke all monthly records, save two, since 1920, 
rising to a weekly average of 11,500,000 tons, with one week 
in excess of 12,000,000 tons, there was but the faintest trace 
of car shortage, altho that month falls in the very worst sea- 
son of the year for transportation troubles.”’ 

The figures as quoted are substantially correct, but their 
true significance is apparent only if they are studied with the 
figures for the preceding and following weeks. Mr. Gandy 
neglects to point out that tho the weeks ending January 10 
and 17, 1925, were record weeks and exceeded the output of 
any since December, 1920, they were followed by a sharp de- 
cline in output during the weeks ending January 24 and 31. 
The decline continued through February and by the end of 
the month the rate of output was less than at the correspond- 
ing date of any recent year with the exception of 1919 and 
1921. The railroads were called upon to carry the strain of 
the heavy output for a period of only a fortnight. 

Furthermore, Mr. Gandy neglects to state that the brief 
period of heavy output was preceded by a period of abnor- 
mally low production. The output for Christmas week, 1924, 
was lower than for any other Christmas week since 1919 with 
the exception of 1921 and 1923. The whole season was ab- 
normally slack. The output of the first 245 working days of 
the coal year 1924-25, including the week ending January 17, 
was only 372 million tons as compared with 450 million tons 
in the same period in 1923-24, 454 million in 1920-21, 386 
million in 1919-20, and 470 million in 1918-19. Only in 
1921-22 and 1922-23 was there a smaller output. Not only 
were the railroads called upon to carry the heavy output for a 
very short period, but the call came after a period of depression 
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in coal mining when railroad equipment should have been in 
good condition and easily available. 

Tho the month was January, the weather conditions were 
exceptionally favorable for the movement of coal and of 
empty equipment. The month was remarkable for ‘the 
absence of pronounced and widespread cold waves.” There 
were heavy snows in the New England and Middle Atlantic 
states, but they occurred at the beginning and at the end of 
the month and not during the weeks of heavy coal output.’ 
The only floods of any importance during the month occurred 
in the southeastern states of Florida, Georgia, Alabama, and 
Mississippi. 

It is true that since the war the railroads have added to 
their coal-carrying equipment. At the same time the bitumi- 
nous coal production of the country has remained stationary 
or has declined. Under the circumstances, there should be 
some improvement in the ability of the railroads to move coal 
during the season of peak output. The example that Mr. 
Gandy has selected, however, does not carry conviction of the 
railroads’ ability to handle effectively such demands as were 
made upon them during the war and post-war periods. In 
view of the shortness of the period of heavy output, in view 
of the slack output of the preceding weeks, and in view of the 
excellent weather conditions, the example would not carry 
conviction even if the January, 1925, peak had been moved 
without car shortage. During the week of January 10, how- 
ever, car shortages curtailed production in some important 
districts of Kentucky and West Virginia. During the week 
of January 17, the shortages were more serious. With the 
decline in output in the following weeks the car shortages 
disappeared.‘ 

In his attempt to disprove my statement, Mr. Gandy cer- 
tainly does not intend to give the impression that he believes 
the railroads should be prepared to handle effectively the 
peak production that results from the present irregular opera- 

3. U.S. Monthly Weather Review, January, 1925, pp. 35, 36. 


4. U.S. Geological Survey, Weekly News Release, January 24 and 
31, 1925. 
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tion of the mines. Even if the railroads were able to handle 
with no car shortages the largest coal output that the mines 
are capable of producing during the winter months, the coal 
problem of the country would not be solved. The consumers, 
it is true, would no longer fear coal shortages and high prices 
due to shortages, but the situation would tend to exaggerate 
the present irregular mine operation. Mine workers would 
probably be employed more irregularly and for fewer weeks 
than they are at present, and capital invested in mining opera- 
tions would be active only a part of the year. The United 
States Coal Commission estimated that the increase of rail- 
road facilities to meet peak demands for handling coal output 
could be accomplished only by an expenditure of two billion 
dollars.’ The equipment provided would be in use for only 
a few weeks during the winter months and would be idle the 
rest of the year. It does not seem desirable that the railroads 
should be made to carry such a financial burden in order to 
continue the irregular operation of the mines and the irregu- 
lar purchases of the consumers. 

While Mr. Gandy thus questions ineffectively a statement 
that has no direct bearing upon my proposed parliament, he 
fails to meet any of the vital issues relative to the state of the 
coal industry. He does not deny that the industry is over- 
developed and that as a result mines must be operated ir- 
regularly. He does not deny that the miners suffer because 
of this irregular operation and that labor disputes are fre- 
quent. He does not deny that the capital invested in coal 
mines is employed for only a part of the year. He does not 
deny that the consumers have experienced increased prices 
and shortages of coal of a desired quality. He accepts the 
lack of stability in the industry as the inevitable result of the 
working of the “well-known law of supply and demand.” 
For the ills of the coal industry, Mr. Gandy’s only remedy is 
an appeal in his concluding paragraph for a blind faith in 
those ‘‘constructive minds,’”’ within the ranks of the indus- 
try, “who, with their investment at stake, are working intel- 


5. “Relief from Irregular Operation and Overdevelopment,” U. S. 
Coal Commission Report, September 20, 1923, p. 2. 
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ligently and diligently along sound economic lines with the 
welfare of the entire industry and of the public as their 
objectives.” 

It is my contention that such faith cannot be productive 
of any constructive results. The basic fault of the coal indus- 
try is the absence of any coérdination between its parts. It 
is my belief that the codrdination can be accomplished and 
most of the existing ills removed through a representative 
organization made up of the “constructive minds” drawn 
not only from the operators but from all parts of the industry. 
It is my hope that those in an influential position in the in- 
dustry will follow the suggestion made recently by Secretary 
Hoover to put their own house in order. The alternative, it 
seems to me, is drastic government control or complete gov- 
ernment ownership. 

Joun E. OrcHarp. 
CotumBr1a UNIVERSITY. 





RECENT LITERATURE ON BRITISH UNEMPLOY- 
MENT INSURANCE 


Tue post-war depression, like other periods of acute unem- 
ployment, greatly increased the interest in unemployment 
insurance. Great Britain, especially, has been the center of 
discussion because of her unparalleled depression and be- 
cause insurance has been foremost among her attempts to 
meet the situation. The literature that has resulted contains 
several features of considerable importance.! 


1. The following are the important studies of British unemployment 
insurance in the depression period: 

* Unemployment Relief in Great Britain, by Felix Morley. Pp. xviii, 
203. Boston & New York: Houghton Mifflin Co. (Hart, Schaffner & 
Marx Prize Essay.) 1924. 

Social Insurance Unified, by Joseph (L.) Cohen. Pp. 157. London: 
P. 8. King & Son. 1924. 

* Insurance by Industry Examined, by Joseph (L.) Cohen. Pp. 118. 
London: P. 8. King & Son. 1923. 

Report on Unemployment Insurance to July, 1923, by T. W. Phillips 
to the Ministry of Labour, Great Britain. 1923. 

* Unemployment Insurance in Theory and Practice. Research Report 
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Naturally, the period of depression has been a severe test 
for Britain’s scheme of state-managed, compulsory unem- 
ployment insurance. Two general types of “revisionism” 
have appeared. The first would throw the administration of 
this type of insurance back on separate industries. The sec- 
ond would amalgamate all the present insurance plans into 
one comprehensive scheme of unified state social insurance 
(possibly adding burial benefits and endowments for widows 
and orphans to the already imposing list of accident, sickness, 
maternity, and unemployment benefits). Insurance by in- 
dustry and unified social insurance, therefore, represent the 
two alternatives, lying at opposite sides of the present sys- 
tem. As with most social questions, the issues here are many 
and tangled and experience does not speak in clear tones. 

Interwoven in the controversy, however, are some more 
precise questions upon which the post-war experience does 
shed light. (1) Has the existing system broken down? (2) 
Has its cost proved exorbitant? (3) Has payment of benefit 
resulted in demoralized workers? (4) Does the British system 
assist or impede the prevention of unemployment? 

Finally, the depression has uncovered, and the literature 
has brought to light, two unsolved problems of major impor- 
tance: (a) the relation of insurance to the employment ex- 
changes; (b) the effect of insurance on necessary wage- 
reductions. 


1. Break-down? To all appearances, there is no agreement 
whether depression has shown unemployment insurance to 
be a general success or a general failure. Felix Morley, a 


No. 51 of the National Industrial Conference Board. Pp. vi, 127. New 
York: The Century Co. 1922. 

* The Third Winter of Unemployment; Joint Inquiry of: J. J. Astor, 
Robert Grant, W. T. Layton, P. J. Pybus, B. Seebohm Rowntree, 
George Schuster, F. D. Stuart. Pp. vii, 350. London: P. 8. King & 
Son. 1922. 

* British and Continental Labour Policy, chapter 24 (Unemploy- 
ment), by Bo-Gabriel De Montgomery. London: Kegan Paul, Trench, 
Trubner & Co. 1922. 

Those designated by an asterisk are specifically referred to in this sur- 
vey, in which the chief emphasis is on the important problems that the 
literature suggests. 
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strong advocate of insurance by industry, contends that, 
“State-operated insurance proved not only inadequate, but 
almost an impossible defense against unemployment during 
severe depression.” * On the other hand, Joseph L. Cohen, 
advocate of unified social insurance, thinks that ‘‘most of 
the current criticism of the Government scheme seems to be 
almost entirely without foundation.”’* Yet the facts to be 
gleaned from the accounts by both of these writers are in com- 
plete agreement. Let us see how such opposite conclusions 
may be drawn. In 1911, Great Britain stood as the first na- 
tion adopting national, compulsory unemployment insurance. 
It was therefore introduced experimentally, with low rates of 
benefit and for only two and a quarter millions of designated 
workers. Extension in 1916 raised the total to four millions. 
During the exceptionally favorable period from 1912 to 1920, 
the system was building up reserves — but only for this 
limited number of workers. Then, in 1920, on the brink of 
depression, benefits were extended to no less than twelve 
million workers and were raised (approximately) to twice the 
original scale, with no addition to reserves. As Britain ex- 
perienced, partly as a price of war, the most acute and pro- 
tracted period of unemployment for a century, all previous 
calculations proved inadequate. Parliament rushed through 
a series of complex and confusing acts which more and more 
removed restrictions, and amplified benefits so as to make 
them practically state donations. Since these new benefits 
were made a charge on the unemployment fund,‘ the system 

2. Unemployment Relief in Great Britain, p. 165. 

3. Insurance by Industry Examined, p. 39. 

4, The Out-of-Work Donation of the Armistice period is not here 
under consideration. It was not a charge on the fund, but was a free 
gift from the State, entirely separate from insurance except that it was 
paid through the employment exchanges. Its theory was somewhat like 
our soldiers’ bonus, in that it was a gift to those whose work had been 
disrupted by the war. It differed, however, in being paid week by week 
in cash, and to those only who were out of work. But it applied to all 
who were out of work in the transition period, civilians as well as soldiers. 
It thus supplanted insurance benefit for a time, as it was more liberal 
than the insurance benefit. The term “doles” was first applied to this 


out-of-work donation. The term is now applied indiscriminately as a 
general term of reproach. 
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naturally fell heavily into debt. Now that the worst is passed, 
insurance is proceeding on regular lines. What the State 
loaned the fund is being repaid by regular contributions, and 
solvency is definitely in prospect. 

Mr. Morley and those who contend that the system has 
broken down point to the relaxing of the conditions of benefit 
and the debt to the State as ample proof. But this charging 
up to the insurance system of all the difficulties of post-war 
depression is misleading. If solvency of the fund is considered 
the sole object, it was, indeed, unfortunate that rights to bene- 
fits were increased just as depression set in. But for meeting 
the needs of the involuntarily unemployed, the system pro- 
vided machinery ready for the task — in itself a cause for 
congratulation. 

In order to meet the inperative need, the strictly insurance 
character of the plan was temporarily Submerged. But even 
this would have been unnecessary if unemployment insurance 
had not been a new development. Mr. Morley himself fur- 
nishes the proof when he shows (pp. 71-73) — what will sur- 
prise many — that the period from 1911 to 1923, taken as a 
whole, has not been abnormal as regards unemployment. 
The tremendous unemployment after the autumn of 1920 
just about balanced the unusually favorable period up to that 
time. Therefore, if the government had been content to con- 
tinue the 1911 provisions, — and not meet the need, — or if it 
had begun insurance in 1911 on the scale finally adopted, the 
fund would have survived without any government loan at all. 
The urgency of the need in 1921-24, and the skepticism about 
a new experiment in 1911, prevented either solution. But the 
depression period has vindicated the need rather than ex- 
posed the breakdown of the present insurance system. The 
illusion of a break-down seems to come from a failure to con- 
sider the problem in terms of the alternatives that presented 
themselves.* 


5. Mr. Morley’s answer to what has been said would doubtless be in 
words he has already written: “It is perfectly true, but only at best an 
excuse, to say that the failure to extend insurance till the onset of 
depression hastened collapse. And this excuse is in itself a very serious 
indictment of the ability of the State to handle the problem with in- 
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2. Cost of Insurance. No other depression has seen an ex- 
penditure for the unemployed comparable to that of 1921- 
23. In these three years, benefits totalled £128,000,000 and 
their administration £14,500,000. No wonder this expense 
has been a center of discussion and one of the evident causes 
of proposals to revise the system.’ Money cost, in itself, how- 
ever, does not answer the question as to the real costs in- 
volved. The expenditure, if efficiently made, must have re- 
duced the real burden by placing money in hands where its 
purchasing power was of the highest possible utility — in the 
hands of the poor man at a time when he was unemployed. 
In this way, wants necessary for the avoidance of acute pain 
were satisfied at the expense of wants much less imperative. 
Bread, which unemployment would have put beyond the 
reach of some, was purchased at the expense of luxuries. The 
huge expense figures represent, not cost, but the avoidance of 
cost when society is viewed as a whole. Without this explana- 
tion it is difficult to account for the fact that such a tremen- 
dous money expense has not resulted in any strong movement 
to abolish insurance itself. 

The complete answer to the question whether the system 
actually did impose an unnecessary cost, is not simple at all. 
If the cost was exorbitant, it must have been either that bene- 
fits were expended needlessly or that the administrative ex- 
pense was excessive. As regards the expenditure of benefits, 
the two principal questions to be answered are: the effect 
of benefits on the will to work, and the extent of frauds. The 
first of these will be discussed shortly. The record as to 
frauds seems remarkably good, thanks to the exchanges and 
telligence and foresight” (p. 148). Just how separate industries would 
have shown superior intelligence and foresight he does not tell us; a 
serious omission, since State compulsion was necessary to secure pro- 
vision for the unemployed at all. 

6. The costly nature of the system, together with the lack of preven- 
tion of unemployment (to be considered shortly), are the two chief criti- 
cisms of Research Report No. 51, The Theory and Practice of Unem- 
ployment Insurance. This report, a general study of unemployment 
insurance, was published before the depression period was complete 
(1922) and so bears less than Cohen or Morley on the particular subject 


of the present survey. It is an admirable collection of facts, tho marred 
by some minor errors. 
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to the assistance of local employment committees of employ- 
ers and workers.’ 

The administrative burden (accepting the allocation of 
expense by the Ministry of Labour) was as follows for the 
period of heaviest strain: 

Year Percentage Percentage 


of Income of Benefits 
1921 18.8 7.2 
1922 17.2 13.8 
1923 10.3 11.1 


The author of Research Report No. 51 (p. 64) and Mr. Mor- 
ley (p. 96) regard this as very costly. Mr. Cohen (pp. 32-33) 
regards it as very cheap. One must judge for himself, for, as 
Mr. Cohen observes, we have no simple standards by which 
we can test what the costs should be for this kind of insur- 
ance. The relations of administrative expense to benefits in 
other forms of insurance, which Mr. Cohen presents out of 
British experience, are interesting in this connection, how- 


ever: 
anno of Benefits Administered 
Old-Age Pensions 3.5 State non-contributory 
Health Insurance 13 Friendly societies 
Burial Benefit 44 Private companies 
Accident Insurance 50 Private companies 


One other scrap of evidence on this question is a direct 
investigation by the Geddes Committee. The committee 
found little chance for economy under present organization. 
On the whole, the burden of proof would seem to rest on those 
who believe the cost to be exorbitant. 


3. Insurance and Worker Morale. Must unemployment in- 
surance be a premium on idleness? This fundamental ques- 
tion has two aspects: to remove the fear of unemployment 
may reduce effort on the job, and maintenance without work 
may destroy the desire to work. On the first, nothing new has 
been brought out by the experience of recent years. But if 
there was ever a time to test the effect of maintenance with- 
out work on industrial morale, it was in Britain during the. 


7. Morley, pp. 55, 101-102, 146; Cohen, pp. 16-17, 35. 
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recent depression. The evidence is strong that insurance did 
not result in a growing reluctance to work. 

In the autumn of 1922, a distinguished committee of Brit- 
ish citizens of diverse interests made an objective report en- 
titled, The Third Winter of Unemployment. It was based on 
nine local investigations, specially undertaken, and con- 
cerned the whole question of relief of distress and revival of 
business. The committee found that, even after continued 
unemployment, many straight donations from the State, and 
insurance benefits continued practically without limit, the 
anxiety of the individual was to get back to work. Employers, 
exchange officials, trade-union secretaries, and the special in- 
vestigators all agreed on this point. They found a rush of 
applicants following mere rumors of work, and such effort 
put forth, even on relief work to which the men were unac- 
customed, that the output was exceptional for relief work, 
and in one case more than the normal for regular work. All 
this happened while relief was being so freely granted that 
the physical suffering was less than in previous depressions 
(p. 77). The authors conclude: ‘Maintenance without work 
is a condition not confined to the unemployed members of 
the wage-earning class, and, however demoralizing, is at any 
rate less demoralizing than unemployment without mainte- 
nance”’ (p. 72). 

Too rash a conclusion must not be drawn from this. Un- 
employment, even when best provided for, results in deterio- 
rated powers, if long continued. The loss of the work habit 
was found serious for the young members of the returned 
army. And Britain was far from providing the former stand- 
ard of living for her unemployed, even considering all her 
relief agencies. Reserves of goods were being rapidly de- 
pleted, and even health was beginning to show the strain by 
the beginning of the third winter. Unemployment insurance 
does not necessarily involve reluctance to work; but no well- 
considered plan would propose equal pay for effort and idle- 
ness.*® 


8. Wide publicity was given to reports that Britain was paying the 
unemployed as much as or more than regular wages. This was not true 
of insurance benefits themselves; they were grossly inadequate. But 
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4. Insurance and Prevention. Agitation for the prevention 
of unemployment has been one conspicuous result of the huge 
expenditures. The original Act of 1911 had at least six pro- 
visions to assist prevention. But the incentives it furnished 
toward prevention have generally proved weak, and there 
seems to be no attempt to defend this part of the law as suc- 
cessful. Indeed, since contributions are payable only during 
employment, it has been charged that the British system en- 
courages the laying off of men to escape contributions. 

We need not pause long on this last criticism. Just as the 
refunds to employers for regular work are too small to enter 
appreciably into an employer’s plans, so the contributions 
themselves — never exceeding 10 pence a week — should not 
be a serious incentive toward lay-offs. The margin of doubt 
affected would be very narrow. ’ 

Recent writers have been greatly concerned, however, with 
the relation of insurance to the further reduction of unemploy- 
ment. Mr. Morley believes that if industries administered 
their own insurance (under State compulsion, be it remem- 
bered) they would have both “the incentive and the oppor- 
tunity to attempt a constructive solution’ (p. 150). Others 
believe that prevention is the duty of the individual business 
rather than the industry. Such is the thought behind Pro- 
fessor Commons’s plan for the United States, which furnishes 
incentives for each business by premiums graded like those 
for accident insurance. Mr. Cohen also thinks that the in- 
dividual business is the logical prevention unit (p. 30), but he 
also suggests national measures for the same purpose. He 
gives the general impression that there is much to be done, 
but that all of it is consistent with the present British system. 
they were supplemented by local poor relief. In one district (Poplar) 
the Guardians, having scaled the poor relief according to size of family, 
did supplement benefits so freely that certain large families of the lowest 
income groups were better provided for than under regular wages. The 
difficulty, it will be seen is connected with the family wage problem. 
See Report of Special Inquiry under the Ministry of Health into the Ex- 
penditure of the Poplar Board of Guardians; George Lansbury in the 


Labour Monthly, June, 1922; Morley, op. cit., p. 81; and Cohen, op. 
cit., pp. 136-139. 
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Research Report No. 51 lays its principal emphasis on pre- 
vention, but seems disposed to leave the problem with the 
business manager, with the threat of possible unemployment 
insurance to spur him to activity (pp. 125-127). 

The great lack in all these discussions is the almost entire 
neglect of the question how far it is possible to prevent unem- 
ployment. Since they all take the fact of unemployment as 
evidence that it may be prevented, it should be worth while 
to notice just a few of the limitations to prevention. 

Incentives cannot eliminate the reserve of labor which Sir 
William Beveridge has shown to be necessary in any dynamic 
society. While there is probably room for further dovetailing 
of seasonal employments, the seasonal movements themselves 
cannot be eliminated. Most important of all, the general 
cyclical movements of business cannot be eliminated by in- 
centives to individuals; they are beyond the control of the in- 
dividual business. Therein lies the essential difference be- 
tween unemployment and accidents which arise and are con- 
trolled within the plant. Many individual businesses do 
steady their employment, but much of this is possible for the 
alert firm just because the rest do not take advantage of the 
methods used. If there were a single controllable cause of 
business cycles, the state might be an effective agency of 
prevention. But it would seem, not only that there are 
many causes, but that they operate differently in different 
cycles. 

Well-planned public works (not relief works) might help to 
fill in the troughs. But to make them effective, we must give 
up all idea of employing all the unemployed. We must be 
content, at the most, to add to the total volume of employ- 
ment, and hence the total demand for goods, and to allow 
trade to revive naturally. Until then we must wait. And 
laborers cannot easily wait. The needs of living men must be 
met today. Unemployment insurance must look first to meet- 
ing this need. It must not stand in the way of prevention. 
But little in the way of prevention is to be expected from the 
direct incentives that may be provided by insurance. A great 
deal may be gained from the general realization of the serious- 
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ness of unemployment, through having to pay for it in money. 
The present agitation for prevention may itself indicate that 
insurance is effective in this way. 


5. Problems Emphasized by Depression. — (a) Mr. Mor- 
ley’s most vigorous charge against State administration of in- 
surance through the State employment exchanges is that, 
“once State-operated insurance was instituted . . . the Ex- 
changes never had a fair chance” (p. 145). Not only has the 
placement work of the exchanges been impeded, he thinks, 
but the inefficiency of the exchanges, caused by adminis- 
tration of insurance, has destroyed their value as a test of un- 
employment for the purpose of insurance itself. He would 
shift administration of insurance to separate industries and 
leave the exchanges for placement work only. (Pp. 10-11, 
and chapter 8.) 

On the other hand, removing insurance work from the ex- 
changes would decrease their hold on the labor market and 
so far work against their efficiency. Therefore, if insurance 
has actually disrupted the exchanges, it is important to know 
just why. 

This is what we do not know. It is unconvincing to say 
that the extra work alone is too much for the exchanges, for, 
if both operations are considered valuable and can be effi- 
ciently done together, there is no reason why the staff should 
not be increased. More force lies behind the suggestion that 
insurance has reduced the use of the exchanges by employers. 
But it is not clear why this has been so. One might suggest 
that it has been the payment of relief — making the exchanges 
the refuge of the unfit of society rather than the fit — that 
has made them lose favor with employers, rather than the 
payment of insurance itself. 

(6) De Montgomery, in his British and Continental Labour 
Policy (chapter 24) is caustically critical of all unemployment 
insurance, on the ground that it increases the worker’s power 
of resistance to wage-reductions, and that these very reduc- 
tions are necessary for the recovery of business from its de- 
pression. Here is one direct challenge to insurance itself, that 
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arising from the depression period; it raises a large question 
of principle. 

But the case is not clear. If all possible wage-reductions 
were made, the problem of low and fluctuating earnings would 
remain. So would almost all of the seasonal unemployment 
and the reserve of labor. Further, wage-reductions them- 
selves are of doubtful desirability. A policy of easy wage 
reduction removes the lone advantage which depression is 
supposed to bring — the increased efficiency resulting from 
its stimulation of business economies to meet hard times and 
the weeding out of the inefficient employers by failures. We 
are not sure, even, of the extent to which wage-reductions 
would revive industry. The short-run demand for labor is 
inelastic. Not only this: decreases in wages may actually 
postpone buying of labor, while rigidity of wages gives con- 
fidence in future costs and to that extent assists recovery. 
Finally, it is probable that depressions are largely a question 
of unbalanced industry. If so, all industries do not call for 
the same treatment. Considerations such as these were very 
likely in the minds of the authors of the report on the Third 
Winter of Unemployment, when they noted the possibility 
that necessary wage-reductions might be impeded by unem- 
ployment relief, but relegated this to the position of one of 
the “‘ possible indirect effects” the extent of which they had 
“not the means of judging”’ (pp. 81-82). De Montgomery’s 
own alternative to unemployment insurance — a licensing of 
employers and compelling them to keep a constant force — 
hardly deserves serious attention. 


In spite of all the necessary qualifications, several instruc- 
tive conclusions do emerge from Britain’s experience with 
unemployment insurance in the recent depression. (1) The 
system has not broken down; its apparent bankruptcy is due 
to extension of the system just prior to depression. (2) The 
money cost has been beyond all precedent, but there is noth- 
ing to demonstrate that this has been an exorbitant price for 
the distress that has been prevented. (3) Maintenance of 
the unemployed has not destroyed the will to work. (4) Pre- 
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vention of unemployment, so far as the evidence goes, seems 
not to have been greatly assisted or impeded by insurance. 
Great interest has been aroused in prevention by the severity 
of the depression and the heavy money expenses of insurance. 
(5) The relation of insurance to the efficiency of the labor ex- 
changes themselves, and its relation to the wage-adjustments 
of depression, have been revealed as problems worthy of 
serious consideration. 

One thing is clear. Unemployment insurance in Britain 
has established itself permanently. Even the poor relief that 
remains is being widely condemned in contrast to insurance. 
Not only are workers given support before they fall as low as 
to be charity applicants, but also the test required is not per- 
sonal destitution and degradation but the fact of lack of 
suitable work. “ 

NEewMaNn ARNOLD TOLLES. 
HARVARD UNIVERSITY. 
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und ihre Technik. Tiibingen: J.C.B. Mohr. 1925. pp. 474. M. 21. 

MeNair, Malcolm P. The Retail Method of Inventory. Chicago: A. 
W. Shaw Co. 1925. pp. 143. $2.00. 

Moffit, L. W. England on the Eve of the Industrial Revolution. A 
Study of Economic and Social Conditions from 1740 to 1760, with 

jal Reference to Lancashire. London: P. S. King & Son. 
1925. pe. 312. 12s. 6d. 

National Industrial Conference Board. The Cost of Living in the United 
States. New York. 1925. pp. 201. $2.50. 

—— The Inter-Ally Debts and the United States. New York. 1925. 


pp. 290. 

ee Education and the Metal Trades Industries. New 
York. 1925. PP: 10. 

Olson, ay oe and Hallman, J.W. Credit Management. New York: 
Ronald Press Co. 1925. pp. 444. 

Pantaleoni, Maffeo. Erotemi di Economia (Vol. II). Bari: Laterza 

igli. 1925. iat Be 348. 

Rand School of Soci jience. The American Labor Year Book, 1925 
(Vol. VI.) New York: The School. 1925. pp. 488. $3.00. 

Sakolski, A. M. Principles of Investment. New York: Ronald Press 
Co. 1925. pp. 505. $4.50. 

Secrist, Horace. Retailers’ Original Mark-up on Men’s Suits — 1913, 
1916-21. —— % Northwestern University. 1925. pp. 30. 
Spykman, Nicholas J. The Social Theory of Georg Simmel. Chicago: 

bg ey! of Chicago Press. 1925. pp. 297 $3.00. 

Starr, Harris E. William Graham Sumner. New York: Henry Holt & 

Co. 1925. pp. 557. $4.00. 

Stehman, J. Warren. The Financial History of the American Telephone 
and Telegraph Cas, Boston: Houghton Mifflin Co. 1925. 
pp. 339. $2.50. ( Schaffner and Marx Prize Essays in Eco- 


nomics. 
Strickland, 3. F., Studies in European Codperation (Vol. II). Lahore, 
India: Government Printers, Punjab. 1925. pp. 182. 3s. 4d. 
Surface, Frank M. The Stabilization of the Price of Wheat During the 
War and Its Effect upon the Return to the Producer. Washington, 
D. C.: U. 8. Grain Corporation. 1925. pp. 100. (Foreword by 
Herbert Hoover.) 
ieee, Alexander. Die Lehre von der bauerlichen Wirtschaft. 
ersuch einer Theorie der Familienwirtschaft im Landbau. Ber- 
lin: Paul Parey. 1923. pp. 132. 
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Vaughan, Floyd L. eo of O= aos System. New York: Mac- 
millan Co. 1925. pp. 288 

Wallace, H. A. and Snedecor, Geo: sm Correlation and Machine Cal- 
culation. Ames: Iowa scones. 1925. pp. 47. (A summary 
exposition for the use of research workers.) 

ee J. D. os: New York: Funk & Wagnalls Co. 


Willisone, ated Hector. Programs for the Training of Journeymen 
Molders. eo" ys 1924. pp. 68. (A thesis for the doctorate.) 
bet = aa ae “<< in Municipal Problems. London: 
Ginn & Pp. 
Young, Benjamin Frauke” Statistics as Sauies | in Business. New 
York: Ronald Press Co. 1925. pp. 639. $5.00 


























Opium as an International 
Problem 


The Geneva Conferences 


BY 
W. W. WILLOUGHBY 


Counsellor and Expert to the Chinese Delegation at the 
Geneva Conferences 


Octavo. 601 pages. Cloth. Price $4.50 


This volume, in the nature of a semi-official report, presents, in a 
comprehensive manner, the fact leading up to the calling of the 
two Opium Conferences at Geneva, the discussions had in those 
Conferences and the results reached. The work will be indispen- 
sable to all those interested in combatting, by international co- 
operative action, the widespread evils resulting from the abuse 
of opium and other narcotic habit-forming drugs. To students 
of international relations the volume will be of especial interest, 
giving as it does a detailed account of Conferences held under 
the auspices of the League of Nations and in which the United 
States Government was officially represented. 

The mode of presentation is similar to that followed by Pro- 
fessor Willoughby in the account which he has given of the 
Washington Conference in his volume “China at the Con- 
ference.” 

Orders may be placed with any bookseller or sent direct to 
the publishers. 
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Some Aspects of the Tariff Question 


By F. W. TAUssIG 


“* These studies of the tariff are really masterful excursions 
into economic history. Teachers of that subject will find 
the book most useful. Students of the labor problem and 
of immigration will also find much of interest, as will those 
who desire more light on the relation of invention and the 
introduction of machinery to industrial evolution and social 
change. Finally, these pages can hardly fail to interest 
deeply the reader, whatever his special field, in the tariff as 
an American institution — and perhaps a world illusion.” — 
American Journal of Sociology. 


$3.50 a copy. 
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‘ ' © 99 INTERNATIONAL REVIEW OF SCIENTIFIC SYNTHESIS 
Scientia Published every month (each number containing 100 to 120 pages) 
Editor: Evesnio RiGgNANo 


Is the only review the contributors to which are really international. 

Is the only review that has a really world-wide circulation. 

Is the only review of scientific synthesis and unification that deals with the fundamental 
questions of all sciences : the history of the sciences, mathematics, astronomy, geology, physics, 
chemistry, biology, psychology, and sociology. 

Is the only review of general science that by its articles on statistics, demography, ethnography, 
economics, law, history of religions and sociology in general—all of a general, summary and 
synthetical character — makes itself a necessity to all thorough students of the social sciences. 

Is the only review that among its contributors can boast of the most illustrious men of 
science in the whole world. A list of more than 350 of these is given in each number. 

The articles are published in the language of their authors, and every number has a supple- 
ment containing the French translation of all the articles that are not French. The review is 
thus completely accessible to those who know only French. (Write for a gratis specimen number 
to the General Secretary of “‘Scientia,’’ Milan, sending 1 sh. in stamps of your country, 
merely to cover postal expenses.) 








SUBSCRIPTION : $10, post free OFFICE: Via A. Bertant, 14- Milan (26) 
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HARVARD UNIVERSITY 


COURSES IN HISTORY, GOVERNMENT, AND ECONOMICS FOR 1925-26 


[The following are full courses running through the year, unless otherwise stated. 
Brackets indicate that the course is omitted in 1925-26. Courses omitted in one year 
are usually given in the following year. ] 
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HISTORY 
Primarily for Undergraduates 
European History from the Fall of the Roman Empire to the Present Time. 
Professor MERRIMAN and assistants. 
Topics in General History. Half-course (first half-year). Members of the De- 
partm n 


ent. 
American History. Mr. P. P. Cuass. 
Theses ee Half-course (throughout the year). Members of the De- 
partment. 


. American History: The Formation of the Union, 1760-1840. Half-course. Asst. 


Professor MERK. 
American History: The Development of the Nation, 1840 to the Present Time. 
Half-course. essor Morison and assistants. 


For Undergraduates and Graduates 
European History from the Reformation to the Age of Louis XIV. Half-course 
Mr. L. R. Miter. ] 
European History from the Age of Louis XIV to the French Revolution. Half- 
course. Professor Lorp.] 
History of the Roman Republic. Half-course. Professor Farcuson. 


‘ History of the Roman — Half-course. Professor FmrGuson. 


History of Greece to the Roman Conquest. Professor Fercuson. 
History of Christian Thought to the Reformation. Half-course. Professor Lake. 


. History of Christian Institutions to the Reformation. Half-course. Asst. Pro- 


fessor La Prana. 
Intellectual History of Europe, 500-1500. Half-course. Professor Hasxrvs. ] 
The Renaissance and the Reformation. Professor Merriman and Associate Pro- 
fessor EDGELL. 
History of France to 1461. Half-course. Professor Haskins. 
Constitutional History of England to the Sixteenth Century. Professor McILwan. 


. American History to 1760. Half-course. Professor Morison. 
. American History, 1760-1783. Professor Morison. 


es of — during the Tudor and Stuart Periods. Professor MERRIMAN. 
an r. WHITNEY. 
The History of England from 1688 to the Present Time. Professor ABBorr. 


. American Constitutional History. pe omen Professor McILwain. } 


American Constitutional History. wo Asst. Professor MERK. 
The French Revolution and Napoleon I. Half-course. Professor ABBOTT. 
History of Russia. Professor somal 

History of the Spanish Empire. Half-course. Professor MERRIMAN. ] 
The History of the West. Half-course. Asst. Professor MERxK. 

The History of the West. Half-course. Asst. Professor MERK. 

History of the Far East since 1793. Half-course. Dr. HorNBECK. 

The Eastern Question. Half-course. Professor Coonan. 

History of Modern Germany. Professor Lorn. 

Continental Europe: 1815-1871. Half-course. fessor LorD. 


. Continental Europe: 1871-1914. Half-course. Professor Coo.ipcGE. 


The History of Massachusetts from 1780 to the Present Time. Half-course. Pro- 
fessor Morison. 

Hellenistic Culture. Half-course. Professor Fercuson. 

The History of the United States, 1865 to the Present Time. Half-course. Pro- 

fessor CHANNING. 

History of France in the Seventeenth and Eighteenth Centuries. Half-course. 
Professor Lorp. 


. History of —_ to the Renaissance. Half-course. Asst. Professor La Prana. 


History of Modern Italy. Half-course. Asst. Professor La P1ana. 

Social and Intellectual History of the United States. Professor ScHLESINGER. 
History of Latin America. 

Introduction to Military History and yume, 

History of the Caribbean Basin. Professor A 

History of Mexico. Half-course. Professor Harina. 

History of Brazil, Argentina, and Chile. Half-course. 











Primarily for Graduates 
21. Introduction to the Sources of Mediaeval History. Half-course. Professor 


(22. The Elements of Latin Palaeography, with reference to the use of historical 

sources. Half-course. Professor ice’ 

Selected Topics in the Historical Development of American Institutions. Half- 
course. essor CHANNING. 

. Selected Topics in the Historical Development of American Institutions: Political 

and | History since 1815. Half-course. Asst. Professor Murk. 

. The Expansion of istendom and the Naturalization of Christianity in the 
Orient, more Fos, a during the Nineteenth Century. Half-course. Pro- 
fessor E. C. Moore. ] 

The History of Christian Life and Institutions in Europe since the Reformation 
Half-course. Professor E. C. Moore. 

Historical ome 7, y and Criticism. Half-course. Professor Hasxmns. 

The Literature of Colonial History. Professor Morison. 

Topics in Modern European History: 1814-1870. Professor Lorp. 

Fs aah g Modern Euro; History: 1875-1912. Professor Coo.mesr. 

Topics from the History of Continental Europe in the Sixteenth and 
Seventeenth Centuries. Half-course. Professor MmRRIMAN. ] 

Topics in Modern English History. Professor Anzorr.] 

. Topics in Modern ish History. Half-course. Professor ABBorr. 

Roman Constitutional History. ] 

Greek Political Institutions. Professor Fercuson. 

Byzantine History. Half-course. Asst. Professor BLAKE. 

Problems in the Intellectual History of Europe in the Eighteenth Century. 
Half-course. Dr. Brinton. 

Problems in the History of Continental Europe from 1870 to 1914. Half-course. 
Professor CooLipcE. 

Problems in the History of Modern England. Professor Abbott. 

Problems in = Constitutional History of the United States. Half-course. Asst. 

essor MERK. 

. Selected Topics in the Social and Intellectual History of the United States. Halj- 
course. fessor SCHLESINGER. 

Problems in the Diplomatic History of the United States. Half-course. Professor 


GER. 
AS or of American History. Half-course (throughout the year). 
RD 


. W. C. Forp. 
47. Introduction to the Sources of the History of the Seventeenth Century. Halj- 
course. Mr. L. R. Mitier. 


49. Modern Historiography. Half-course. Professor ABBort.] 
50. Topics in the History of the Far East since 1842. Half-course. Dr. Hornpecx. 
[51. Development and Systematization of Canon Law in the Mediaeval Church. Asst. 
Professor La Prana. ] 
[52. History of the Eastern Churches from the Tenth Century to the Present Time. 
Half-course. Asst. Professor La P1ana. ] 
ter The End of ism and the Beginnings of Christianity. Professor a 
61. History of the Church in America. Half-course. Professor E. C. Moorn. 
62. History of Mediaeval Religious Thought from Augustine to Duns Scotus. Half- 
course. Asst. Professor La Prana. 
History of Religions 1. General Introduction to the History of Religion. Half-course, 
essor G. F. Moore. 
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Courses or RESEARCH 
Topics in the History of English Institutions. Professor McIuwarn. 
Mediaeval History. Professor Haskins. ; 
History of Continental Europe and of Asia in the Eighteenth and Nineteenth 
Centuries. Professors Cootipce and Lorp. 
American History. Professor CHANNING and Asst. Professor MERE. 
American History. Professor ScHLESINGER. 4 
= in the History of Spain in the Fifteenth and Sixteenth Centuries. Pro- 
essor MERRIMAN. 
Topics in the History and Present Conditions of Latin America. Professor 


G. 
Topics in Greek and Roman History. Professor Ferauson. 
American History. Asst. Professor Merx. 
The Far East. Second half-year. Dr. Hornseck. 
Modern English History. Professor Apsorr. 
= in Church History. Professors E.C. Moors and Laxg, and Asst. Professor 
PIANA. 


History of Religions 20z. Professor G. F. Moors. 
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GOVERNMENT 


Primarily for Undergraduates 
Popular Government: its History, Organization, and Practice. Professors 
uNnro and HoncomseE and assistants. 
Theses for Distinction. Half-course (throughout the year). Members of the De- 


ober Ee 
Political Thought and Institutions. Half-course. Dr. Dickinson. 


For Undergraduates and Graduates 
Principles of Popular Government. Half-course. Professor HoLcomBE. 
Elements of International Law. Professor WiLson and assistant. 
—— of the Development and Influence of Roman Law to the Sixteenth Cen- 
nt Half-course. Professor McIuwatn. 
ational Government of the United States. Half-course. Professor Hot- 
es 

Parliamentary Government. Professor YEOMANS. ] 


9a. State Government in the United States. Half-course. Asst. Professor HANForRD. 


es and Local Administration in the United States. Half-course. Asst. Professor 
ANFO 


RD.] 
" Paneer of the British Empire. a, ae Dr. Exiort. 
. Modern Colonial Government. Dr. B 
3a. Administrative phy of the United States. Half-course. Professor Harr. 
. People of the Uni oe Half-course. Professor Harr. 
. American Diplomacy: Treaties and Foreign Policy, 1492-1865. Half-course. Pro- 


fessor Hart. 


. American Diplomacy: Treaties and Foreign Policy, 1865-1925. Half-course. Pro- 


17a. 
i —— Administration. Half-course. Asst. Professor Hanrorp and assistant. 


fessor Harr. 
Municipal Government. Half-course. Professor Munro and assistant. 


rial, Composite, and Federal Government in the Nineteenth and Twentieth 
turies. Half-course. Professor Harr. 


. Elements of American Constitutional Law. Half-course. Professor YEoMANs. 


Eminent Americans: A Biographical Study of American Government. JHalf- 
course. Professor Harr. 


. Party Government in the United States. 


Primarily for Graduates 
History of Political Theory. Professor McIuwain. 


. Colonial Administration. Half-course. Dr. Buruu.] 


Applications of Government in the United States. Half-course. Professor Hart. |] 

American Governmental Functions, National, State, and Municipal. Half-course. 
Professor Hart.] 

International Law as administered by the Courts and as observed in International 
Negotiations. Professor WILSON. } 

American Constitutional Law. Half-course. Professor Yeomans. 

Modern Schools of Political Thought. Half-course. Professor HoLcomBE. 

Selected Cases in International Law. Professor Winson. 

Contemporary Political Theory. Half-course. Dr. En.iort. 


Courses oF RmsEARCH 
Topics in Municipal Government. Professor Munro and Asst. Professor Han- 


FORD. 
International Law. Professor WILSON. 


. Topics in the Theory of Government. Professor Hotcomps. 


American Institutions — National and Diplomatic. Professor Harr. 
The League of Nations. Professor Hupson. 
Topics in European Government. Professor YEOMANS. 


. Topics in Colonial Government. Dr. Burtt. 


Topics in American Constitutional Law. Professor YEoMANs. 


ECONOMICS 
Primarily for Undergraduates 


Principles of Economics. Associate Professor BuRBANK, and assistants. 
Economic Thought and Institutions. Hal/-course. Asst. Professor A. E. Monroe. 
Theses for Distinction. Half-course (throughout the year). Members of the De- 


partment. 
For Undergraduates and Graduates 


. Statistics. Half-course. Asst. Professor Crum. 


Accounting. Half-course. Professor W. M. Conn. 
Economic History from the Industrial Revolution. Professor Gay. 
Money, Banking, and Commercial Crises. Professor Youna. 


Economics of Transportation. Half-course. Professor Rip.ey. 
Economics of rations. Half-course. Professor Rieter. 

naNnc alf-course. Associate Professor BURBANK. 
Trade-Unionism and Allied Problems. Half-course. Professor Riruey. 

. The Labor Movement in Europe. Half-course. Asst. Professor MeRiam.] 
Theories of Value and Distribution. Half-course.. Professor CaRvER. 
Programs of Social Reconstruction. Halj-course. Professor CarvEr. 

. Professor Carver. 
iculture. Half-course. Professor Carver and Associate P 
fessor UsHEr. 
9b. International Trade and Tariff Policies. Half-course. Asst. Professor A. H. Cou, 
. History of Commerce and Industry to 1500. Half-course. Associate Professc 


UsHER. 
History of Commerce and Industry, 1500 to 1750. Half-course. Associate Pro- 


fessor UsHER. 
Primarily for Graduates 
Professor Tavussic. 
12a. Problems in Sociology and Social Reform. Half-course. Professor Carver. 
History and Literature of Economics to the year 1848. Professor BuLLOocK. 
Modern Schools of Economic Thought. Half-Course. Professor Youna. 
Select Problems in the History of Commerce and Industry before 1750. Asso- 
ciate Professor UsHER.]} 
Fe roa in Modern Economic History. Professor Gay. 
ic Finance. Professor BuLLock. 
Economics of Agriculture. Half-course. Professor Carver. 
International Trade and Tariff Problems. Half-course. Professor Taussia. 
Problems of Labor. Professor Ripiey. 
tion of Public Utilities. Half-course. Agst. Professor Bonsricut (of 
lumbia, eevent. 
Commercial Crises. course. Professor PERSONS. 
Principles of Money and ing. Professor Youne. 
International Finance. Half-course. } 
Statistical Theory and Analysis. Half-course. Asst. Professor Crum. 


CoursE or REsEARCcH 
Economic Research. Professors Taussic, Carver, Rieter, Gay, BuLiocg, 


Youne, and Persons. 
SOCIAL ETHICS 


Primarily for Undergraduates 
A. Human Relations. Professor Cazor. 
For Undergraduates and Graduates 
la. Social Problems and Social Policy: Treatment and Prevention of Poverty, De- 
fectiveness, and Crime. Half-course. Associate Professor Jamus Forp. 
1b. Social Problems and Social Policy: Labor and Industrialism, Socialism, and 
ial Reforms. Half-course. r. Ham. 
4a. — we Race and igration in America: Americanization. Half-course. 
r. 1 

Philoso 5. Philosophy of the State. Half-course. Professor Hocxrna. 

6. — yment, po | other Interruptions of Working-Class Income. Half-course. 


r. ’ 
(7. Rural Social Development. Half-course. Associate Professor James Forp.] 
8. Personality and Social Amelioration. Half-course. Dr. AuLPorT. 
10. Theses for Distinction. Half-course (throughout the year). Members of the De- 


partment. 
Primarily for Graduates 
3. Criminology and Penology. Half-course. Dr. 8. 8. Guueck. 
[15. Radical Social Theories. Half-course. Dr. Hexter.] 
16. The Study of Character in Difficulties. Professor Cazor. 


CoursEs OF RESEARCH 
20. Special Research. Professor Canor, Associate Professor Forp, Dr. Auuport, Dr. 
Hexter and Dr. Giveck. 
20a. Seminary in Social Ethics. 
Descriptive pamphlets relative to the above-named courses for the year 1925-26 
ith ci ing admission to Harvard College and the Graduate Schools, may 
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with } 
be obtained by applying to 
. THE SECRETARY OF THE FACULTY OF ARTS AND SCIENCES, 
University Hall, Cambridge, Mass. 











HARVARD ECONOMIC STUDIES 





Price 

. The English Patents of Monopoly, by William Hyde Price, Ph.D. $2.00 
. The Lodging-House Problem in Boston, by Albert Benedict Wolfe, Ph.D. $2.00 
. The Stannaries: a Study of the English Tin Mi iner, by George Randall Lewis, 
Ph.D. $2.00 

. Railroad Reorganization, by Stuart Daggett, Ph.D. 8vo. $2.50 
. Wool-Growing and the Tarif, by C. W. Wright, Ph.D. 8vo. $2.50 
. Public Ownership of Telephones on the Continent of Europe, by Arthur Norman 
Holcombe, Ph.D. 8vo. $2.50 


. The History of the British Post Office, by Joseph Clarence Hemmeon, Ph.D. 
8vo. $2.50 


. The Cotton Manufacturing Indusiry in the United States, by Melvin Thomas 
Copeland, Ph.D. 8vo. $2.50 
. The History of the Grain Trade in France, 1400-1710, by Abbott Payson Usher, 
Ph.D. $2.50 


. Corporate Promotions and Reorganizations, by Arthur Stone Dewing, Ph.D. 
$3.00 


. The Anthracite Coal Combination in the United States, by Eliot Jones, ~. 
. Some Aspects of the Tariff Question, by Frank William Taussig, Ph.D., Litt.D., 
LL.D. $3. 50 
. The Evolution of the English Corn Market from the Twelfth to the Eighteenth Cen- 
tury, by Norman S. B. Gras, Ph.D. $3.00 
. The Development of the Doctrine of Adaptation as a Theory of Social Progress, by 
Lucius Moody Bristol, Ph.D. $2.50 
. The Financial History of Boston, by Charles Phillips Huse, Ph.D. $2.50 
. Essays in the Earlier History of American Corporations, by Joseph Stancliffe 
Davis, Ph.D. 2 vols. Each, $3.00 
. The State Tax Commission, by Harley Leist Lutz, Ph.D. $3.25 
. The Early English Customs System, by Norman S. B. Gras, Ph.D. $4.00 
. Trade and Navigation between Spain and the Indies in the Time of the Hapsburgs, 
by Clarence Henry Haring, Ph.D. $2.75 
. The Italian Emigration of Our Times, by Robert F. Foerster, Ph.D. $3.00 
. The Mesta: A Study in Spanish Economic History, 1273-1836, by Julius Klein, 
Ph.D. $4.00 
. Argentine International Trade under Inconvertible Paper Money, 1880-1900, by 
John H. Williams, Ph.D. $3.50 


. The Organization of the Boot and Shoe Industry in Massachusetts before 1876, by 
Blanche Evans Hazard, A.M. $3.5 

. Economic Motives, by Z. C. Dickinson, Ph.D. pig 

- Monetary Theory before Adam Smith, by Arthur E. Monroe, Ph.D. $3.00 

. Canada’s Balance of International Indebtedness, by Jacob Viner, Ph.D. $3.50 

. The History of the U.S. Post Office to the Year 1829, by Wesley E. Rich, Ph.D. 


$2.00 
IN PREPARATION 
American Wool Manufacture, By Arthur H. Cole. 
The Theory of International Prices and its History, by James W. Angell. 
Banking Theories in The United States before 1860, by Harry E. Miller. 
—_ and Sea Power: The Timber Problem of the British Navy, by Robert G. 
ion. 
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30 Randall Hall, Cambridge, Mass. 





SCIENTIFIC PUBLICATIONS 


OF 


HARVARD UNIVERSITY 


Harvard Oriental Series. Under the direction of the Department of Indic Philology. 
Vols. I-XXX have been published. Several] more volumes in preparation. 

Harvard Semitic Studies. Four Volumes have been published. 

Harvard Studies in Classical Philology. Edited by the Instructors in Classics. Vols. 
1-XXXV have been issued. 

Studies and Notes in Philology and Literature. Under the direction of the Modern 
Language Departments. Vols. I-XI have been published. 

Harvard Studies in Romance Languages. Published under the direction of the Depart- 
ment of Romance Languages. Vols. I-\V have been issued. 

Harvard Business Studies. Four volumes have been published. 

Harvard Studies in Comparative Literature. Vols. I-VI have been issued. 

Harvard Studies in Education. Six volumes have been published. 

Harvard Historical Studies. Under the direction of the Department of History and 
Government. Vols. I-XXVIII have been published. 

Yhe Quarterly Journal of Economics. Uniler the direction of the Department of 
Economics. Vols, -XXXVIII have been published.. Subscription, $5.00. 

Harvard Economic Studies. Under the direction of the Department of Economics. 
Vols. I~X XVII have been published. 

Publications of the Bureau of Business Research. Forty-eight bulletins have been 
issued. 

Publications of the Bureau for Research in Mvaicipal Governmert. Two volumes 
have been issued. 

Harvard Stuiies in Jurisprudence. Published inder the direction of the Facult; 
of Law. Three volumes have been published. 

The Harvard Law Review. Edited by a board of s.udents of the Harvard Law School 
Published et Austin Hall. Vols. I-XXXVII have been issued. Subscription, $4.50. 

Sacvarc Csychological Studies. Edited by the fiarvard Psychological Laboratory. 
Vois. l-iy issued. 

Publications of the Astronomical Observatory. More than seventy-five large quarto 
volumes of Annals have been published. 

Publications of the Museum of ny nt Zoblogy. Bulletins, fifty-six volumes; 
Memoirs, forty volumes, -— have been pubushed. 

Publications of the Peabody Museum of Anerican Archaeviogy and Ethnology. 
Annus! Reports, forty-eight numbers; Avchaeological and Ethnological Papers, 
eighteen numbers; Memoirs, sixteen numbers published. 

The Harvard Theological Review. Fiited by a Committee of the Faculty of t 
Harvard Divinity School. Vols I-XVIi hse been published, Subscription, $3.00. 

Harverd Theo'ogical Studies.. Published under “le direction of the Faculty of Divinity 
Eleven volumes have been issued. 

Bulletin of the Bussey institution. Vols. [and It have been issued. Address the Buesay 
INstiTuTION, 7 :maica Plain, Mass. 

Harvard Business Review. Issued quarterly |:y the Graduate Scheoi of Business Ad- 
ministration. Published through the A. W. Shaw Company, Chicago, Illinois. 
The Review of Economic Statistics. Under che direction of the Harvard University 
Committee on Economic Research. Vol:. I-Vi have been published. Subserip- 

tion, $6.00. 
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